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CH. 57A—PARTNERSHIP §7446-3 

PART VI. 

DISSOLUTION AND WINDING UP 

7412. Dissolution defined. 
Where money was loaned to par tnership and subse­

quently one par tner sold his interest to another partner, 
the selling par tner was liable in action on note renewed 
after sale of his interest without knowledge on the par t 
of the lender of such t ransfer of interest. 171M332, 214 
NW51. 

On dissolution of partnership, unimpaired contribution 
to capital was a "debt" due to par tner on the books of 
the firm. Burnet t v. H., 187M7, 244NW254. See Dun. 
Dig. 7396. 

7418 . Power of partner to bind partnership. 
Where money- was loaned to a par tnership and de­

fendant par tner thereaf ter sold his interest to another 

partner, defendant was liable on a renewal of the loan 
note after the transfer, plaintiff having no notice of the 
transfer of interest. 171M332, 214NW51. 

7421. Rights of partners to application of partner­
ship property. 

Burnet t v. H., 187M7, 244NW254; note under §7412. 
7423 . Rules for distribution. 
Where a par tner contributes more than his share of 

a par tnership funds, he is not entitled to interest on the 
excess, in the absence of an agreeemnt to tha t effect. 
177M602, 225NW924. 

Burnet t v. H., 187M7, 244NW254; note under §7412. 
Where several contributed property of an unequal 

value in the purchase of land, one of them was entitled 
to an interest based upon the value to which all the 
part ies agreed, and not the actual value. Kallusch v. 
K., 185M3. 240NW108. See Dun. Dig. 4949. 

CHAPTER 58 

Corporations 
GENERAL PROVISIONS 

7429. Existing corporations continued. 
Paterson v. S., 186M611, 244NW281; notes under §§7447, 

7447-1. 
Where a corporation was organized under Laws 1876, 

c. 28, with perpetual succession, it maintained tha t suc­
cession, notwi ths tanding the repeal by §10963 of the law 
under which it was organized, in view of the provisions 
of this section. Op. Atty. Gen., May 3, 1930. 

7432 . Public service corporations—Purposes of. 
Street car company was not liable to one injured 

while climbing a pole upon which it had permitted city 
to a t tach a Are alarm wire. 171M395, 214NW658. 

Contract between city and power company for furnish­
ing of electricity delivered a t city's power plant was 
not franchise within meaning of restrictions in city 
charter . Northern States Power Co. v. C, 186M209, 242 
NW714. 

Power campany could not serve public in city g ran t ­
ing only r ight to deliver and meter power a t city's 
power plant. Northern States Power Co. v. C, 186M209, 
242NW714. See Dun. Dig. 2996a. 

7433 . State and local control—Eminent domain. 
There was no authori ty and no public necessity for 

the condemnation of an easement for an electric power 
line through Jay Cooke State Park . 177M343, 225NW 
164. 

3. Governmental control. 
Matter of regula t ing ra tes for public service com­

panies is left to the city council of South St. Paul, and 
fact t ha t ordinance gran t ing twenty-five year franchise 
was submitted to the people did not affect such power. 
Op. Atty. Gen., Sept. 12, 1930. 

No s ta te department has author i ty to regulate rates 
of electric l ight and power companies. Op. Atty. Gen., 
Feb. 7, 1930. 

City may impose regulations upon a common carrier 
operat ing motorbusses upon its streets for t ranspor ta­
tion of passengers for hire, and may compel its accept­
ance of a franchise as a condition to its use of such 
streets . City of St. Paul v. T., 187M212, 24E1NW33. See 
Dun. Dig. 6618. 

7434 . Municipality may purchase. 
City of Hutchinson could purchase public uti l i ty plant 

a t the end of every term of five years notwithstanding 
provision in franchise to contrary. Op. Atty. Gen., Mar. 
24, 1932. 

7435. [ R e p e a l e d ] . 
Repealed Apr. 18, 1933, c. 300. §63. 
Paterson v. S., 186M:611, 244NW281; note under §7447. 
7436 . Mortgage loan and land companies. 
The F i r s t Bank Stock Corporation and the Northwest 

Bancorporation are not "banks" or "mortgage loan com­
panies" within s ta tu tes providing method for taxation of 
banks. Op. Atty. Gen., Aug. 29, 1930. 

7440. [Repea led] . 
Repealed Apr. 18, 1933, c. 300, §63. 
Op. Atty. Gen., July 6, 1931; note under §7441. 
7 4 4 1 . Financial corporations. 
Neither a foreign corporation duly authorized to con­

duct a safe deposit business nor a domestic corporation, 
unless a bank or t rus t company, can conduct a safe de­
posit business within the state. Op. Atty. Gen., July 6, 
1931. 

7442. Insurance corporations. 
State v. Brown, 250NW2; note under §3315. 
7443. How organized—Certificate.—Any three or 

more persons may form a corporation for any of the 

purposes specified in this subdivision by complying 
with the conditions hereinafter prescribed; provided, 
no corporation shall be formed under this section which 
might be formed under the Minnesota Business Cor­
poration Act. They shall subscribe and acknowledge 
a certificate specifying: 

1. The name, the general nature of its business, 
and the principal place of transacting the same. 
Such name shall distinguish it from all other 
corporations, domestic or foreign, authorized 
to do business in this state, and shall contain 
the word "company," "corporation," "bank," 
"association," or "incorporated." In the case 
of a state bank the name shall contain the words 
"state bank." 

2. The period of its duration, if limited. 
3. The name and place of residence of the incorpo­

rators. 
4. In what board its management shall be vested, 

the date of the annual meeting at which it shall 
be elected, and the names and addresses of those 
composing the board until the first election, 
a majority of whom, in the case of savings banks 
and building and loan associations, shall always 
be residents of the state. 

5. The amount'of capital stock, if any, how the 
same is to be paid in, the number of shares into 
which it is to be divided, and the par value of 
each share; and, if there is to be more than one 
a description and the terms of issue of each 
and the method of voting thereon. 

6. The highest amount of indebtedness or liability 
to which the corporation shall at any time be 
subject. 

It may also contain any other lawful provision de­
fining and regulating the powers or business, of the 
corporation, its officers, directors, trustees, members, 
and stockholders. (R. L. '05, §2849; '07, c. 468, 
§1; G. S. '13, §6147; '19, c. I l l , §1; Apr. 18, 1933, 
c. 300, §62, II.) 

Whether a corporation is to exchange its capital stock 
for an issue of non-par stock rests in the judgment of 
majority stockholders. 172M303, 215NW185. 

To consti tute a de facto corporation there must be a 
valid law under which a corporation de jure may be 
formed: a bona fide or colorable a t tempt to incorporate: 
and a user of power. Ebeling v. I., 187M604, 246NW373. 
See Dun. Dig. 1981. 

Insurance company may issue preferred stock which 
shall not be subject to any double liability, but such 
stock may not be exempted from assessment to make up 
impairment of capital. Op. Atty. Gen., Sept. 26, 1933. 

(5). 
Banks may issue preferred stock. Op. Atty. Gen., Aug. 

12, 1933. 
7446-3. Certain corporations validated. — That 

every private corporation heretofore in good faith 
organized, or attempted to be organized, under the 
general laws of this State, but where the Articles of 
Incorporation were not published, and the affidavit 
of such publication was not filed in the office of the 
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§7447 CH. 58—CORPORATIONS 

Secretary of State until after the date fixed for the 
commencement of the corporation, or where the Ar­
ticles of Incorporation have been recorded with the 
Register of Deeds, but when published did not contain 
with the publication the record of the recording with 
said Register of Deeds, but that such affidavit of proof 
of such publication of the Articles of Incorporation, 
without the recording data of the Register of Deeds, 
has been heretofore filed in the office of the Secretary 
of State, and where the said Certificate of Incorpora­
tion has been amended or attempted to be amended 
to change the name of such corporation, but where 
the amendment of such Certificate of Incorporation 
has been published only once, and the affidavit of 
such publication was not filed with the Secretary of 
State until after the said corporation commenced using 
the amended name, but such affidavit has been here­
tofore filed in the office of the Secretary of State, and 
where the persons organizing such corporation and 
amending the same have been acting in good faith 
and corporate meetings have been held and business 
transacted, and the amended name in good faith used 
since the attempted amendment, and such corporation 
has acted in all things as though there were no errors 
or omissions in its organization or amendment, the 
same is hereby declared to be in law a valid corpora­
tion de jure, and as amended shall be so deemed, and 
held in all courts as to all transactions, past and 
future, the same as though there were no defects in 
its organization or amendment thereof; provided, 
this Act shall not affect any action now pending in any 
court. (Act Mar. 21, 1933, c. 104.) 

7447. General powers. 
Correction—The citation "156M104, 194NW107" in vol. 

2, Mason's Minn. Stat. 1927, should be "156M79, 194NW 
108." 

When stockholders sue to cancel stock, the corporation 
should be made a party. 172M110, 215NW192. 

Articles of incorporation held to confine the corpora­
tion to an exclusively manufactur ing business. 172M 
394, 215NW521. 

A bank has no power to pledge any of its assets to 
secure the repayment of the deposits, except as given 
by the s tatutes . 174M286, 219NW163. 

Where an unauthorized pledge of assets is made by 
bank and it becomes insolvent, the receiver may recover 
assets pledged, or damages, if they have been converted. 
174M286, 219NW163. 

Estoppel of corporation to asser t defense of u l t r a 
vires. 180M319, 240NW797. 

Articles of . incorporation, held not to authorize the 
corporation to become ah accommodation guarantor . 
181M306, 232NW327. See Dun. Dig. 2007. 

Defective industrial bonds held subsist ing obligations 
of the company, to the t i t le to which plaintiff succeeded. 
Hicks v. F., 182M93, 233NW828. See Dun. Dig. 2021. 

A corporation may adopt a contract made by its 
promoters prior to and with a view to its organization. 
Velgel v. O'T., 183M407, 236NW710. See Dun. Dig. 2116. 

Where individual organized a corporation with very 
name under which he had long done business as a sole 
trader, corporation was liable for a debt of the business 
outstanding when the corporation took it over. Fena 
v. P., 185M137, 239NW898. See Dun. Dig. 2023. 

An u l t ra vires contract not expressly prohibited by 
s ta tu te fully performed on one side is enforcible by the 
one who has performed. Benson Lumber Co. v. T., 185 
M230, 240NW651. See Dun. Dig. 2026(80). 

A corporation which has received the full benefit of 
an u l t ra vires contract cannot repudiate the contract 
wi thout restoring the benefit received. Benson Lumber 
Co. v. T„ 185M230, 240NW651. See Dun. Dig. 2026(93). 

An individual who has received money or property 
from a corporation Under an u l t ra vires contract cannot 
repudiate it without res tor ing what he has received. 
Benson Lumber Co. v. T.. 185M230, 240NW651. See Dun. 
Dig. 2026(86). 

Stockholders of corporation held estopped from ques­
tioning validity of chattel mortgage given to secure 
money lent to corporation. Bacich v. N., 185M544, 242 
NW379. See Dun. Dig. 2025a. 

Adjustment of lawsuits, payment of disputed taxes, 
and payments for services and expenses in connection 
therewith, may not be questioned by corporation on 
ground of improvidence alone. Butler v. B., 186M144, 
242NW701. See Dun. Dig. 2016. 

Plaintiff consented to purchase of his own stock by 
defendant corporation out of surplus and is not in posi­
tion to ask equitable relief on tha t account. Butler 
V. B„ 186M144, 242NW701. See Dun. 3142(58). 

A stockholder of a corporation may contract with the 
corporation in the same manner as any other individual. 
Heider v. H., 186M494, 243NW699. See Dun. Dig. 2073. 

In absence of unfairness or fraud, a court will not, 
upon petit ion of small minority of stockholders, res t ra in 
corporate action in selling its property or merging with 
another corporation to detr iment of majority, where in­
teres ts of minority may be otherwise protected. Pa te r -
son v. S„ 186M611, 244NW281. See Dun. Dig. 2014, 2074, 
2122. 

7447-1. Sale, .lease, or exchange of property, etc. 
—Procedure.—Every corporation heretofore or here­
after organized under the laws of this state, except 
those formed or coming under the Minnesota Business 
Corporation Act, may at any meeting of its board, of 
directors, sell, lease or exchange all of its property, 
rights, privileges and franchises upon such terms and 
conditions as its board of directors deem expedient, 
and for the best interests of the corporation, when and 
as authorized by the affirmative vote of the holders of 
two-thirds of the shares of stock of the company is­
sued and outstanding having voting power, given at 
a stockholders' meeting duly called for that purpose, 
or when authorized by the written consent of the 
holders of two-thirds of the shares of stock of the 
company issued and outstanding having voting power. 
Provided, however, that the certificate of incorpora­
tion may require the vote or written consent of a 
larger portion of the stockholders. ('25, c. 320, §1; 
Apr. 18, 1933, c. 300, §62, III.) 

Stockholders of corporation authorizing t ransfer of 
assets to Delaware corporation were not prejudiced and 
cannot complain of t ransfer to Minnesota operat ing 
company for Delaware company. Bacich v. N., 185M544, 
242NW379. See Dun. Dig. 2014: 

Evidence held not to support claim tha t t ransferee of 
assets of bus company and its associates used their in­
fluence to prevent obtaining of certificate of convenience 
so as to make it impossible to perform contract of sale. 
Bacich v. N., 185M544, 242NW379. 

Stockholders may authorize president and secretary to 
execute necessary papers to complete t ransfer of assets 
and good will of corporation. Bacich v. N., 185M544, 
242NW379. 

Minnesota company accepting consideration from 
another Minnesota corporation and t ransfer ing its assets 
to it wi th acquiescence of Delaware corporation, operat­
ing in Minnesota, through transferee company, a sub­
sidiary, held to consti tute accord and satisfaction of 
contract to convey to Delaware corporation and to con­
s t i tu te complete defense to any subsequent demand by 
Delaware company. Bacich v. N., 185M544, 242NW379. 
See Dun. Dig. 34. 

Under power given, held tha t t rus tees could vote their 
consent to exchange of stock of corporation for property 
or stock of another corporation, or exchange their t rus t 
stock for stock of another corporation. Butler v. B., 186 
M144, 242NW701. See Dun. Dig. 2003. 

Purchasers of stock and assets of corporation, held 
entitled to recover for deficiency in net quick assets, 
whether they or third persons restored such assets. 
Sheffield v. C, 186M278, 243NW129. 

Finding tha t there was deficiency in "net quick assets" 
of corporation, whose stock and assets were sold to de­
fendants, held sustained by evidence. Sheffield v. C, 
186M278, 243NW129. See Dun. Dig. 2014. 

Ordinarily a corporation cannot sell all of its property 
and disable itself from business intended by char ter as • 
against objection of single stockholder. Paterson v. S., 
186M611, 244NW281. See Dun. Dig. 2014, 2074, 2122. ' 

7453 . By-Laws, how adopted. 
Not applicable to corporations governed by §§7492-1 

et seq. See §7492-62(1). 
The provisions of the by-laws of corporation for crea­

tion of a s inking fund out of which its directors could 
redeem outstanding bonds, not included in or referred to 
in its bonds, did not make such sinking fund sole fund 
for payment of bonds or relieve the corporation from 
its obligation to pay the bonds at matur i ty . Heider v. 
H., 186M494, 243NW699. See Dun. Dig. 1974. 

7454. By-laws and statement to be filed and posted. 
Not applicable to corporations governed by §§7492-1 

et seq. See §7492-62(1). 

7455. Duration of corporate existence—Renewal. 
—A railroad corporation may be formed for any 
period specified in its certificate of incorporation. A 
savings bank shall have perpetual succession. Every 
other corporation, except as hereinafter otherwise 
provided, shall be formed for a period not exceeding 
thirty years in the first instance, but may be renewed 
from time to time for a further term not exceeding 
thirty years, whenever a three-fourths vote of the 
stock or members in case of mutual or non-stock corpo­
rations represented at any regular meeting, or at any 
special meeting called for that purpose, which shall 
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CH. 58—-CORPORATIONS §7463 

have been clearly specified in the call, shall have here­
tofore or shall hereafter adopt a resolution to that 
effect, and in case of stock companies when those 
desiring it shall have purchased at Its value the stock 
of those opposed thereto; provided, that no corpora­
tion formed under the provisions of the Minnesota 
Business Corporation Act, and no corporation which 
accepts the provisions of that Act or which elects 
not to accept the same, as provided by Section 61 of 
that Act, may be renewed hereunder. Religious, social, 
fraternal and charitable corporations shall have per­
petual succession unless the duration thereof is specif­
ically limited in the certificate of incorporation and 
in case of existing religious, social, fraternal and 
charitable corporations where no period of duration is 
fixed in the certificate of incorporation the dura­
tion thereof shall be perpetual unless said corpo­
rations amend their articles of incorporation limit­
ing the duration within ninety days after the taking 
effect of this Act, and where the certificate of incorpo­
ration of any such corporation provides a fixed period 
of duration, such corporation may have perpetual suc­
cession by amending its certificate of incorporation 
so as to provide therefor at any time within one year 
after the passage of this Act. (R. L. '05, §2856; '07, 
c. 468, §2; G. S. '13, §6156; '21, c. 39, §1; '27, c. 32; 
Apr. 18, 1933, c. 300, §62, IV.) 

7456. Publication, of notices of renewal of corporate 
existence.—No such resolution shall take effect until 
a duly certified copy thereof shall have been filed, 
recorded, and published in the same manner as its 
original certificate. Provided, that in the case of a 
co-operative association, it shall not be necessary to 
publish said resolution. (R. L. '05, §2857; G. S. '13, 
§6157; Apr. 10, 1933, c. 189.) 

7457. Renewal of corporate existence of certain 
corporations authorized. 

Act Apr. 15, 1933, c. 253, validates renewal proceedings 
of mutual creamery and cheese factory insurance com­
panies. 

7457-4 to 7457-8. [Repealed]. 
Act Apr. 5, 1933, c. 156, repeals the provisions of 

§§7457-4 to 7457-8. 
7457-4. 
Renewal of corporations after expiration of period of 

existence: Laws 1929, cc. 73, 136, 171; Laws 1931,, cc. 
107, 219; Laws 1933, c. 193. 

7457-9. Corporate existence of cooperative associa­
tions renewed. 

Subsequent acts; Laws 1931, c. 149; Laws 1933, c. 199. 
7457-11 . Corporate existence of corporations, etc. 
Subsequent curative acts. Act Mar. 15, 1929, c. 73. 
7457-12 . Consolidation of corporations. 
Not applicable to corporations governed by §§7492-1 

et seq. See §7492-62(1). 
Laws 1927, c. 385, and not Laws 1927, c. 328, is the law 

of the state. 172M306, 215NW221. 
Where court found tha t merger of corporations was 

not fair to minority stockholders, it could refuse to ap­
point a receiver and give minority stockholders option 
to t ake stock in consolidated company on basis of fair 
exchange, or take value of their stock in original cor­
poration at highest marke t or intrinsic value between 
consolidation and trial, with interest. Paterson v. S., 
186M611, 244NW281. See Dun. Dig. 2014, 2074, 2122. 

In li t igation to determine r ight of mining corporations 
to merge over objection of minority stockholders, it was 
within discretion of court to permit evidence of result 
of explorations had up to time of trial, but refusal to 
do so held not so important as to require new trial . 
Paterson v. S., 186M611, 244NW281. See Dun. Dig. 2014, 
2074, 2122. 

7457-13 to 7457-18. 
Not applicable to corporations governed by §7492 et 

seq. See §7492-62(1). 
7458 . Election of board of directors. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
Every director must be a stockholder. 172M119, 215 

NW192. 
' Damages due corporation from officers guilty of negli­
gence and mismanagement. 174M339, 219NW185. 

Mortgage given by corporation to its directors, in a 
good-faith endeaver to protect an equity of subrogation 
already existing in favor of the directors, is valid. 176 
M516, 223NW785. 

One who was a director of a certain company, was 
estopped to claim tha t he was induced through deceit 
to accept stock in the company and believed tha t he was 
stockholder in another company with a similar name. 
178M9, 225NW927. 

Notice of meetings; de facto directors. 180M486, 231 
NW197. 

Directors may not be heard in equity to plead igno­
rance of practices which it was their duty to know and 
to stop. Barre t t v. S., 185M596, 242NW392. See Dun. Dig. 
2096. 

Estoppel to abject to acts of directors. 
Plaintiffs in a stockholders' action, themselves former 

directors of the corporation, held barred by acquiescence 
therein from complaining of unlawful expenditures by 
the management which were made pursuant to fixed 
policies of the company established and long maintained 
as such while plaintiffs were directors, no objection hav­
ing been made before the insti tution of the action. Bar­
re t t v. S., 183M431, 237NW15. See Dun. Dig. 3196. 

7459. Officers—Certain Corporations legalized. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
De facto officers cannot invoke the aid of their own 

acts as such to promote their individual interests in an 
action to cancel their stock, though the doctrine is ap­
plicable when third persons are involved. 172M110, 215 
NW192. 

Officer of corporation was not liable for negligence in 
a mat te r in which he took no part. 175M563, 222NW335. 

Where officer of corporation, without authority, em­
ployed a broker for sale of real estate, a limited ra t i ­
fication by directors to the extent of allowing the broker 
reasonable value of his services should not be carried 
further, where the majority are in ignorance of the 
terms of the original unauthorized employment. Thomp­
son v. N., 183M314, 236NW461. See Dun. Dig. 2116. 

Neither the president nor, in his absence, the vice 
president, of an ordinary corporation has the power, by 
vir tue of his office alone, to employ a broker for the 
sale of the company's real estate, and fix his commis­
sion. Thompson v. N., 183M314, 236NW461. See Dun. 
Dig. 2114. 

Stockholders of corporation, held estopped from ques­
tioning r ight of president and secretary to hold their 
respective offices. Bacich v. N., 185M544, 242NW379. See 
Dun. Dig. 2075. 

Minority stockholders who, when members of board of 
directors permitted officers to make illegal political con­
tr ibutions from corporate funds, are not entitled in 
equity to compel officers to pay back such funds. Bar­
re t t v. S., 185M596, 242NW392. See Dun. Dig. 2075. 

Resolution fixing" salaries of corporate officers and 
attempted ratification thereof held ineffectual and void 
as against minority stockholders. Barre t t v. S., 185M 
596, 242NW392. See Dun. Dig. 2074. 

Bonuses received by officers without authori ty from 
board of directors must be returned. ' Barre t t v. S., 185 
M596, 242NW392. See Dun. Dig. 2121. 

A corporation doing its business in name of another 
corporation, its agent, may be held as undisclosed prin­
cipal of la t ter for loans obtained to conduct business 
for former, there having been no payment to or set t le­
ment with agent by undisclosed principal before lender 
discovered existence of undisclosed principal and pres­
entation of claim against latter. American Fund v. A., 
187M300, 245NW376. • See Dun. Dig. 2112a. 

Officer and agent of corporation is accountable to it 
for secret profits and commissions received by'him. Chi­
cago Flexotile Floor Co. v. L., 247NW517. See Dun. Dig. 
2113(97). 

Evidence justified finding tha t president of a. corpora­
tion had apparent author i ty to contract for an audit of 
its books. Temple, Brissman & Co. v. G., 248NW819. See 
Dun. Dig. 2114. 

1. Acts of Promoters. 
Cause of action for secret profits made by a promoter 

vested in corporation upon its organization when it 
consummated purchase in course of which secret profit 
was made, and a release by corporation bars action by 
defrauded co-promoter. Bar re t t v. S., 187M430, 245NW 
830. See Dun. Dig. 1977. 

7460. Classification of managers. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
7461. Regulation as to voting. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
Voting t rus t agreement existing before purchase of 

stock, and forming par t of the contract of purchase, held 
valid. Mackin v. Nicollet Hotel, (CCA8), 25F(2d))783, 
aff'g 10F(2d)375. 

Corporate stock sold by insolvent corporation for one-
fourth of par value was entitled to vote, in absence of 
judicial determination tha t it was invalid. Bacich v. N., 
185M544, 242NW379. See Dun. Dig. 2032. 

7462. Cumulative voting. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
7463. Transfer of stock.—The delivery, by the 

rightful' owner or by one by him intrusted therewith, 
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to a bona fide p u r c h a s e r or p ledgee for va lue , of a 
certificate of stock, duly transferred in writing by the 
holder personally, or accompanied by his power of 
attorney authorizing such transfer, shall be sufficient 
to transfer title, but shall not affect the right of the 
corporation to pay any dividend thereon, or to treat 
the holder of record as the owner in fact, until such 
transfer has been recorded on its books, or a new cer­
tificate issued to the transferee, who, upon delivery of 
the former certificate to the treasurer, shall be entitled 
to receive such new one. Stock in any corporation, 
except one formed or coming under the Minnesota 
Business Corporation Act, shall not be transferred 
upon the books of the corporation while any install­
ment thereon remains delinquent, nor while any in­
debtedness of the record holder thereof to the corpora­
tion remains unpaid; nor shall any transfer deprive 
it of the right to maintain a personal action against 
any subscr iber to i ts s tock. A pledgee of s tock trans­
ferred as collateral security shall be entitled to a 
new certificate, if the instrument of transfer sub­
stantially describe the debt or duty intended to be 
secured thereby. Such new certificate shall s t a t e on 
i ts face t h a t it is held as co l la te ra l secur i ty , a n d t h e 
n a m e of t he pledgor , who a lone shal l be l iable as a 
stockholder and entitled to vo te thereon; provided, 
that corporations formed or coming under the Min­
neso ta Bus iness Corporation Act shall not be subject 
to the provisions of this sentence. (R. L. ' 0 5 , §2863; 
G. S. ' 1 3 , §6176; Apr . 18, 1933 , c. 300, §62, V.) 

In replevin for capital stock counterclaim set t ing up 
lien was interposed and plaintiff dismissed complaint, 
reply asser t ing s ta tu tory lien was admissible as a de­
fense to the counterclaim, though a departure from the 
complaint. 171M65, 212NW738. 
. Lien given by this section is never lost by mere neg­
ligence: only by waiver, surrender, or estoppel. 171M 
65, 212NW738. 

Sta tutory lien is paramount to the r ights of a pur­
chaser or pledgee of the stock. 171M65, 212NW738. 

One making fraudulent representat ions to purchaser 
of corporate stock was not liable as for money had and 
received upon rescission of the t ransact ion by the buy­
er, where not enriched thereby. Erlckson v. B., 177M 
360, 225NW145. 

A corporation may buy and sell i ts own shares, pro­
vided it does so in good faith without intent to injure 
and without in fact injuring its creditors. 178M179, 226 
NW513. 

Issuance of stock to stockholder, held, as between 
the part ies security for loan from stockholders, but as 
to creditors it was sale of stock. 178M179, 226NW513. 

Assignment of shares passes tit le without regis t ra­
tion of t ransfer on books of company. 179M373, 229NW 
353. 

The r ight to vote at a stockholders ' meeting is an 
incident of the legal ti t le to the stock, but a purchaser 
of stock cannot designedly fail to have the t ransfer en­
tered on the books and increase his voting power by 
tak ing proxies from the seller of the stock. 173M373, 
229NW353. 

Corporation may by its char ter or by-laws require 
tha t t ransfer be entered on the' books of the company. 
179M373, 229NW353. 

Corporation obtained a lien on stock of stockholder 
indebted to it where it had no notice of an assignment 
of the stock and none of it had been presented for t r ans ­
fer on the books. Benson Lumber Co. v. T., 185M230, 
240NW651. See Dun. Dig. 2038. 

7464. Effect of transfer—Stock books. 
Not applicable to corporations governed by §7492-1 et 

seq. See §7492-62(1). 
179M373. 229NW353; note under §7463. 
As between the parties, a t ransfer of stock is good 

between entry on the books. 172M110, 215NW192. 
Stock issued by a corporation was valid though there 

were no book entries showing a t ransfer of the stock 
to the new stockholder. 172M110, 215NW192. 

In a running account the creditor is a subsequent 
creditor as to items charged after a t ransfer of the 
stock, and rent under existing lease accruing subsequent 
to t ransfer comes within this rule. Crowley v. P., 180M 
250, 230NW645(2). 

The corporate books and records are not conclusive 
evidence as to the ownership of stock. 181M316, 232NW 
519.. See Dun. Dig. 2044.. 

7465. Liability of stockholders. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
1. In .general. 
That it is the custom for banks to pay certificates of 

deposit before they become due does not change the 
contract made by the certificate. Barsness v. B...176M 
355, 223NW298. 

Findings tha t directors of insolvent corporation had 
not converted property to their own use but had used 
it to pay debts of the corporation sustained. Williams 
v. D., 182M237, 234NW11. See Dun. Dig. 2107. 

The evidence is not conclusive tha t there was a prom­
ise by one of the defendants to repay a loan made to a 
corporation of which he was a stockholder. Mahlberg 
v. X, 182M578, 235NW280. See Dun. Dig. 2092. 

One accepting stock in lieu of dividends, s tands in 
same situation as though he bought such stock, as re­
gards stockholder 's liability. Hallam v. T., 242NW920. 
See Dun. Dig. 2083. 

7465-1 . Stockholders l iabil i t ies .—Except as pro­
vided by Section 7465, Mason's Minnesota Statutes of 
1927, no stockholder or member of any corporation 
or of any co-operative corporation or association, how­
ever or whenever organized, except a stockholder in 
a banking or trust corporation or association, shall 
be liable for any debt of said, corporation, co-operative 
corporation or associa t ion. (Act Apr . 18, 1931, c. 
210, §1.) 

This section cannot be said to be invalid as impairing 
contract r ights, in view of §7465-2, excepting existing 
liability. Saetre v. Chandler, (CCA8), 57F(2d)951. 

7465-2 . Not to affect exist ing l iabil i ty.—This act 
shall not affect any existing liability. (Act Apr. 18, 
1931 , c. 210, §2.) 

Saetre v. Chandler, (CCA8), 57F(2d)951; note under 
§7465-1. 

Stockholders of elevator company are not subject to 
double liability for debts thereof, unless incurred prior 
to Nov. 4, 1930. Op. Atty. Gen., Feb. 18, 1933. 

7466 . Property of stockholders levied on, when. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
7467. Proceedings of officer levying. 

Not applicable to corporations governed by §7492-1 
et seq. See §7492-62(1). 

7468 . Capital stock. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
Stockholders of corporation held estopped from ques­

t ioning validity of stock issued while corporation was 
insolvent for one-fourth of par value. Bacich v. N., 185 
M544, 242NW379. See Dun. Dig. 2032. 

7469 . Capital stock of certain te lephone companies. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
7470 . Record of s tock—Reports—Dividends . 

Not applicable to corporations governed by §7492-1 
et seq. See §7492-62(1). 

Duty of stockholders in charge and control of cor­
poration to keep books and records. 23F(2d)357. 

Petit ion for examination of corporation books held 
not sufficient to support mandamus. 173M198, 217NW 
119. 

7470-1 . Corporate stock without par value, etc. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
This act does not contravene Const., Art. 10, §3. 172 

M303, 215NW185. 
Whether a corporation is to exchange its capital stock 

for an issue of non-par stock rests in the judgment of 
the majority stockholders. 172M303, 215NW185. 

7470-2 to 7470-5. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 

7470-6. Same—Increase or reduction. 
Not applicable, to corporations governed by §7492-1 

et seq. See §7492-62(1). 
Corporation must follow pre-corporate agreement in 

issuing additional stock. 174M219, 219NW82. 

7470-7 t o 7470-11 . 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 

7 4 7 1 . Officers without and within the state. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). . 

7472 . Amendments to Certificates of Incorporation. 
— T h e certificate of any incorporation now or hereafter 
organized and existing under the laws of this state 
may be amended so as to change its cooperate [S ic ] 
name, or so as to increase or decrease its capital stock, 
or so as to change the number and par value of the 
shares of its capital stock, or in respect to any other 
matter which an original certificate of a corporation 
of the same kind might lawfully have contained, by 
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the adoption of a resolution specifying the proposed 
amendment, at a regular meeting or at a special 
meeting called for that ..expressly stated purpose, in 
either of the following ways: (1) by majority vote 
of all its shares, if a stock corporation; or if not, (2) 
by majority vote of its members; or, in either case 
(3) by a majority vote of entire board of directors, 
trustees, or other managers within one year after hav­
ing been thereto duly authorized by specific resolution 
duly adopted at such meeting of stockholders or mem­
bers, and causing such resolution to be embraced in 
a certificate duly executed by its president and sec­
retary, or other presiding and recording officers, un­
der its corporate seal, and approved, filed, recorded, 
and published in the manner prescribed for the exe­
cution, approval, filing, recording, and publishing of 
a like original certificate, provided however if such 
amendment be made for the purpose of changing the 
principal place of the business of such corporation, 
said certificate shall be published, filed and recorded 
in the office of the register of deeds of the county of 
such .principal place of business immediately prior to 
such amendment, and shall also be recorded in the 
county where the business is to oe carried on after the 
amendment. 

As to a local building and loan association and cor­
porations organized for the establishing, maintaining 
and operating of hospitals not for profit, the resolu­
tion to amend may be adopted as above provided, or 
by a two-thirds vote of the stockholders or members 
of the association attending the meeting in person or 
by proxy. (R. X,. '05, §2871; G. S. '13, §6185; '13, 
c. 247, §1; '17, c. 404, §1; '23, c. 405, §1; '27, c. 293; 
Apr. 20, 1929, c. 275.) 

Not applicable to corporations governed by §7492-1 
et seq. See §7492-62(1). 

Increase of capital stock of co-operative association 
beyond $100,000 held Invalid, and stockholder was not 
liable on constitutional liability on the stock in excess 
of that amount. 172M334, 215NW428. 

Part of opinion in 168M234, 210NW29, vacated and 
withdrawn. 172M334, 215NW428. 

An amendment of the charter so as to convert a manu­
facturing corporation into a mercantile corporation was 
ultra vires where there was no unanimous vote of the 
stockholders, and there was no double liability under 
Const., Art. 10, §3. 17SM588, 224NW245. 

Where charter of elevator company expired by limita­
tion of law and the company was re-incorporated under 
a different name, the Railroad and Warehouse Commis­
sion after such re-incorporation having granted a license 
to the old company could amend the same and insert the 
correct name of the licensee, but a bond must be filed 
containing the correct, name. Op. Atty. Gen., Dec. 3, 
1931. 

Articles of association of co-operative association may 
be amended by majority vote of all of its shares of 
stock. Op. Atty. Gen., May 31, 1933. 

Articles of co-operative association may be amended 
so as to make it a non-stockholder association by major­
ity vote of all shares of stock. Op. Atty. Gen., June 9, 
1933. 

7473-1. Certain social and educational corporations 
may amend articles.—That any educational corpora­
tion or association organized under the laws of this 
state for social and/or educational purposes, without 
capital stock," and having ten thousand or more mem­
bers, may amend its articles of incorporation or may 
adopt new articles of incorporation by a majority vote 
of the members present and voting thereon at any 
general or special meeting of its members, providing 
at least three thousand members are present at such 
meeting, and provided further that the notice of such 
meeting shall have stated such proposed action would 
come up for consideration thereat. It shall be suffi­
cient if such notice shall state generally that the 
matter of amending the articles or the adoption of 
new articles will come up for consideration at such 
meeting. The amendment or the new articles so 
adopted shall become effective upon the filing there­
of with the secretary of state, accompanied by a cer­
tificate, signed by the president and secretary of such 
corporation or association, certifying the adoption 
thereof as herein provided. (Act Apr. 8, 1933, c. 
167, 1.) 

7473-2. Same—Territorial units in s ta te^Genera l 
governmental body.—Any such corporation or asso­
ciation may provide in its articles or by-laws for the 
division of the state into two or more territorial units 
or divisons, with such organization, powers and au­
thority as shall be prescribed therein, and for a gen­
eral governmental body, to be composed of members 
elected by such territorial units or divisions and such 
ex-official and other members as may be prescribed 
in the articles or in the by-laws. Such body shall 
have and possess such powers and authority as shall 
be vested in it by the articles and its by-laws, and may 
include the election of the officers of the corporation 
or association and an executive board with such pow­
ers and authority as may be prescribed in the articles 
or by-laws or be fixed by such general governmental 
body, if any. (Act Apr. 8, 1933, c. 167, §2.) 

7475. Fees. 
If issuance of non-par value stock in place of capital 

stock does not increase the capital assets, no additional 
filing fee is required. 172M303, 215NW185. 

7475-1. County agricultural societies may renew 
corporate existence.—That any corporation heretofore 
or hereafter organized as a county agricultural so­
ciety under any law of this state is hereby authorized 
to extend the term of its corporate life in the man­
ner" prescribed by law without the payment of any 
filing fee or other fee to the State of Minnesota. (Act 
Apr. 15, 1931, c. 165.) 

7477. First and subsequent meetings, how called. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
Ousted officers and directors, held to have no stand­

ing to call a stockholders' meeting. 181M281, 232NW 
262. See Dun. Dig. 2079. 

7478. Meeting called by members. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
7479. Irregular meetings, how validated. 

Not applicable to corporations governed by §7492-1 
et seq. See §7492-62(1). 

7480. Capital stock—How classified and issued. 
. Not applicable to corporations governed by §7492-1 
et seq. See §7492-62(1). 

Non-par value stock. 172M303, 215NW185. 
Persons wilfully and deliberately causing stock to be 

issued to them without proper authority were not en­
titled to restitution for legal services as condition 
precedent to cancellation of the stock. 172M110, 21BNW 
192. 

An action in equity to compel the issuance of corpo­
rate stock may be maintained where the remedy in dam­
ages is uncertain or inadequate. 174M219, 219NW82. 

Banks may issue preferred stock. Op. Atty. Gen., 
Aug. 12, 1933. 

7481. Stock certificates to whom issued. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
7483. Executors, etc., may vote—not personally 

liable. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
7484. Dissolution of corporations. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
Paterson v. S., 186M611, 244NW281; notes under §§7447, 

7447-1. 
7486. Extension of time for closing affairs, etc. 

Laws 1931, c. 335, extends period for closing corporate 
affairs for two years after Apr. 24, 1931, date of passage 
of act. 

7487. Conveyances, etc., legalized. 
Extension of time for winding up affairs of corpora­

tions whose existence has terminated by expiration of 
period of duration. See Laws 1929, c. 39; Laws 1933, 
c. 248. 

7489. Diversion of corporate property. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
This section did not apply to a loan of corporation to 

stockholder. Benson Lumber Co. v. T., 185M230, 240 
NW651. 

State is entitled to interest on preferred claims against 
insolvent bank in favor of surety claiming through sub­
rogation. American Surety Co. v. P., 186M588, 244NW 
74. See Dun. Dig. 824d. 
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Preferred claims against an insolvent b*ank should in­
clude interest if fund is sufficient. American Surety Co. 
v. P., 186M588, 244NW74. See Dun. Dig., 824d. 

Interest to which state is entitled on preferred claims 
against insolvent bank is that provided by deposit con­
tract. American Surety Co. v. P., 186M588, 244NW74. See 
Dun. Dig. 2524, 4881. 

7491. Existing corporation, how to reorganize. 
Not applicable to corporations governed by §7492-1, 

et seq. See §7492-62(1). 

MINNESOTA BUSINESS CORPORATION ACT 

7492-1. Definitions.—As used in this Act: 
I. "Corporation" means a corporation formed un­

der this Act, or one which has accepted and come 
under this Act. 

II. "Domestic corporation" means a corporation 
formed under the laws of this State, and the term 
"foreign corporation" includes every other corpora­
tion. 

III. "Articles of incorporation" and "articles," 
when not otherwise indicated by the context, include 
the original articles of incorporation or amended ar­
ticles of incorporation, all articles of amendment, all 
certificates made pursuant to subdivision V of Sec­
tion 13 and subdivision II of Section 32 of this Act 
and agreements of consolidation or merger. 

IV. An "incorporator" is one of the signers of the 
original or amended articles of incorporation. 

V. A "subscriber" is one who subscribes for shares 
in a corporation whether before or after incorpora­
tion. 

VI. "Shares" are the units into which shareholders' 
rights are divided. 

VII. A "shareholder" is one who owns one or more 
fully paid shares or one who is the assignee for value 
of a certificate purporting to represent fully paid 
shares without knowledge or notice that the shares 
so represented had not been fully paid for. 

VIII. A "certificate of shares" is a written instru­
ment signed by the proper corporate officers, as re­
quired by this Act, and evidencing the fact that the 
person therein named is the registered owner of the 
share or shares therein described. 

IX. "Allotment" means the apportioning of a cer­
tain number of shares to a purchaser, or to a sub­
scriber in response to the application contained in 
his subscription, or to a shareholder pursuant to the 
declaration of a share dividend. 

X. The "stated capital" of a corporation at any 
time is: 

(a) the sum of 
(1) The aggregate par value of all shares having 

par value theretofore allotted, whether then 
outstanding or not, 

(2) The aggregate amount of consideration re­
ceived for its all shares without par value 
theretofore allotted, whether then outstanding 
or not, except such portion thereof as shall 
have been designated as paid-in surplus pur­
suant to Section 20 of this Act, 

(3) Such amounts as may have been transferred 
from surplus to stated capital upon declara­
tion of a share dividend, 

(4) Such amounts as may have been transferred 
from surplus to stated capital by action of the 
directors of shareholders; 

(b) less such amounts, if any, as may have become 
paid-in surplus by reason of a reduction or 
reductions of stated capital pursuant to Sec­
tion 38 of this Act. 

XI. The term "registered office" means that office 
maintained by the corporation in this State, the ad­
dress of which is kept on file in the office of the Sec­
retary of State in the manner required by the pro­
visions of this Act. 

XII. "Acknowledged" means acknowledged before 
any officer authorized by the laws of this State to 
take acknowledgments of deeds within or without the 
State. (Act Apr. 18, 1933, c. 300, §1.) 

7493-2. Purpose of incorporation and qualifica­
tion of Incorporators.—Three or more natural per­
sons of full age may form a corporation under this 
Act for any lawful business purposes; provided, that 
banks, savings banks, trust companies, building, loan 
and savings associations and insurance companies 
shall not be formed under the provisions of this Act; 
and provided, further, that where other statutes pre­
scribe a special procedure for the incorporation of 
designated classes of corporations, such corporations 
shall be formed under such statutes and not under 
this Act. (Act Apr. 18, 1933, c. 300, §2.) 

7492-3. Articles of Incorporation. 
I. Articles of incorporation shall be signed by each 

of the incorporators and acknowledged by at least 
three of them and, in addition to stating the name 
of the corporation, shall state in the English lan­
guage: 

(a) Its purposes; 
(b) Its duration, which may be limited or per­

petual; 
(c) The location and post-office address of its 

registered office in this State; 
(d) The total authorized number of par value 

shares and the par value of each share; and, 
if any of its shares are without par value, the 
authorized number of such shares; 

(e) A description of the classes of shares, if the 
shares are to be classified and a statement of 
the number of shares in each class, and the 
relative rights, voting power, preferences and 
restrictions granted to or imposed upon the 
shares of each class;- provided, the articles of 
incorporation may authorize the board of di­
rectors, within the limitations and restric­
tions stated therein, if any, to fix or alter 
from time to time the dividend rate, or the 
redemption or liquidation price of shares of 
any class, or of any series of any class, or 
the number of shares constituting any series of 
any class, in respect of shares then unallotted; 

(f) The amount of stated capital with which the 
corporation will begin business, which shall 
be not less than one thousand dollars; 

(g) The names, post-office address and terms of 
office of the first directors; 

(h) The name and post-office address of each of 
the incorporators; 

(i) Such provisions as may be desired, if any, lim­
iting or denying to the shareholders, or to 
any class or classes thereof, the preemptive 
right to subscribe for any or all shares of any 
or all classes or series. 

II. Articles of incorporation may contain any oth­
er provisions, consistent with the laws of this State, 
for regulating the corporation's business or the con­
duct of its affairs. (Act Apr. 18, 1933, c. 300, §3.) 

7492-4. Corporate name. 
I. The corporate name shall end with the word 

"Corporation," or the word "Incorporated" or the 
abbreviation "Inc.", or shall contain the word "Com­
pany" or the abbreviation "Co." if that word or ab­
breviation is not immediately preceded by the word 
"and" or the character "&." The provisions of this 
subdivision shall not affect the right of any corpora­
tion existing at the time this Act takes effect to con­
tinue the use of its name. 

II. The corporate name shall not be the same as, 
nor deceptively similar to, the name of any other do­
mestic corporation or of any foreign corporation au­
thorized to do business in this State unless— 

(a) Such other domestic or foreign corporation is 
about to change its name, or to cease to do 
business, or is being.wound up, or such for­
eign corporation is about to withdraw from 
doing business in this State, and 

(b) The written consent of such other domestic 
or foreign corporation to the adoption of its 
name or a deceptively similar name has been 
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given v and is filed with the articles of incor­
poration. 

• III. The corporate name shall not be the same as, 
nor deceptively similar to, the trade name of any 
person or unincorporated association doing business 
under such trade name in this State or elsewhere, 
if such person or unincorporated association has 
within the last preceding twelve months signified an 
intention to procure incorporation in this State un­
der such name by filing notice cf such intention with 
the Secretary of State, unless the written consent 
to the adoption of such name or deceptively similar 
name has been given by such person or unincorpo­
rated association, and is filed with the articles of in­
corporation. 

IV. The corporate name shall not be the same as, 
nor deceptively simliar to, the name of any foreign 
corporation doing business elsewhere than in this 
State if such foreign corporation has within the last 
preceding twelve months signified an intention to 
procure incorporation in this State under such name, 
or to do business as a foreign corporation in this 
State under such name, by filing notice of such in­
tention with the Secretary .of State, unless the writ­
ten consent to the adoption of such name or a decep­
tively similar name has been given by such foreign 
corporation and is filed with the articles of incor­
poration. 

V. Nothing in this section shall abrogate or lim­
it the law as to unfair competition or unfair prac­
tices, nor derogate from the common law, the prin­
ciples of equity, or the statutes of this State or of 
the United States with respect to the right to acquire 
and protect trade names. 

VI. A corporation formed under this Act may have 
a corporate name in any language, but the same must 
be in English letters or characters. 

VII. No corporation formed under this Act shall 
include in its corporate name any of the following 
words or phrases: bank, trust, insurance, building 
and loan, savings or co-operative. 
Helene 

VIII. The use of a name in violation of this sec­
tion shall affect or vitiate the corporate existence, 
but the courts of this State having equity jurisdic­
tion may, upon the application of the State, or of 
any person, unincorporated association, or corpora­
tion interested or affected, enjoin such corporation 
from doing business under a name assumed in vio­
lation of this section, although its articles of in­
corporation may have been approved and a certificate 
of incorporation issued. (Act Apr. 18, 1933, c. 300, 
§4.) 

7492-5. Filing articles of incorporation with Sec­
retary of State; issuing certificate of incorporation. 

I. The articles of incorporation shall be filed for 
record with the Secretary of State. If the articles 
conform to law, he shall, when all fees and ^charges 
have been paid as required by law, record the same 
and issue and record a certificate of incorporation, 
which shall state the name of the corporation and 
the fact and date of incorporation. 

II. Upon the issuance of the certificate of incorpo­
ration, the corporate existence shall begin. 

III. Within fourteen days after the issuance of 
the certificate of incorporation, the corporation shall 
cause to be published once in a qualified newspaper 
in the county wherein it has its registered office, 
a notice stating the name of the corporation, the 
date of its incorporation, the general nature of the 
business being, or about to be conducted by it, the 
address of its registered office, and the names and 
addresses of the incorporators and of the first board 
of directors. Proof of the publication of such no­
tice shall be filed with the Secretary of State within 
ten days after its publication. If a corporation shall 
fail to comply with the provisions of this subdivi­
sion it shall forfeit to the State $50.00. (Act Apr. 
18, 1933, c. 300, §5.) 

7492-6. Filing certain papers with Register of 
Deeds.—The Secretary of State, after recording in 
his office any instrument in this Act provided to be 
"filed for record" in his office, shall file the same, or 
a copy thereof certified by him, for record in the of­
fice of the register of deeds of the county in which 
the registered office of the corporation is situated, 
for which service there shall be paid to the Secre­
tary of State a fee of one dollar for each instrument 
in addition to all his other fees provided by law. 
There shall also be paid to the Secretary of State, 
for transmission by, him to such register of deeds, 
a sum sufficient under existing laws to pay the 
proper fees of the register of deeds for recording such 
instruments. (Act Apr. 18, 1933, c. 300, §6.) 

7492-7. Validity and effect of certificate of incor­
poration.—The certificate of incorporation issued by 
the Secretary of State in accordance with the provi­
sions of Section 5 of this Act shall be conclusive 
evidence of the fact of incorporation. Nothing in 
this section shall limit the existing rules of law as to 
corporations de facto, nor as to corporations by es­
toppel. (Act Apr. 18, 1933, c. 300, §7.) 

7492-8. Powers common to corporations.—Every 
corporation shall have power: 

(a) To continue as a corporation for the time 
limited in its articles of incorporation, or, if 
no such time limit is specified, then perpet­
ually. 

(b) To sue and be sued. 
(c) To adopt, use, and, at will, alter a corporate 

seal, but failure to affix the corporate seal, if 
any, shall not affect the validity of any in­
strument. 

(d) To acquire, hold, lease, encumber, convey or 
otherwise dispose of real and personal prop­
erty within ,or without the state, and to take 
real and personal property by will or gift, sub­
ject to any limitation prescribed by law or 
the articles of incorporation. 

(e) To conduct business in this State and else­
where. 

(f) To enter into obligations or contracts and to 
do any acts incidental to the transaction of 
its business or expedient for the attainment of 
the purposes stated in its articles. (Act Apr. 
18, 1933, c. 300, §8.) 

7492-9. Holding shares and securities of other 
corporations.—When so provided in its articles of 
incorporation a corporation may acquire, hold, mort­
gage, pledge or dispose of the shares, bonds, securi­
ties and other evidences of indebtedness of any do­
mestic or foreign corporation; and, without such 
authority in its articles, may guarantee, acquire, 
hold, mortgage, pledge or dispose of the shares, 
bonds, securities and other evidences of indebted­
ness of any domestic or foreign corporation when 
reasonably necessary or incidental to accomplish the 
purposes stated in its articles. (Act Apr. 18, 1933, 
c. 300, §9.) 

7492-10. Constructive notice of recorded articles 
and certificates not to be implied.—The filing for rec­
ord of articles and certificates pursuant to this Act 
is for the purpose of affording means of acquiring 
knowledge of the contents thereof, but shali not 
constitute constructive notice of such contents. (Act 
Apr. 18, 1933, c. 300, §10.) 

7492-11. Ultra vires acts. 
I. Every corporation shall confine its acts to those 

authorized by the statement of purposes in the ar­
ticles of incorporation and within the limitations 
and restrictions contained therein, but shall have 
the capacity possessed by natural persons to perform 
all .acts within or without this State. 

II. No claim of lack of authority based on the ar­
ticles shall be asserted or be of effect except by or 
on behalf of the corporation (a) against a person 
having actual knowledge of such lack of authority, 
or (b) against a director or officer. 
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III. The provisions of this section shall not affect: 
(a) The right of shareholders or the State to en­

join the doing or continuing of unauthorized 
acts by the corporation; but in such case the 
court shall protect or make compensation for 
rights which may have been acquired by third 
parties by reason of the doing of any unau­
thorized act by the corporation. 

(b) The right of a corporation to recover against 
its directors or officers for violation of their 
authority. (Act Apr. 18, 1933, c. 300, §11.) 

7492-12. Conditions precedent to beginning busi­
ness; liability. 

I. A corporation shall not begin business nor incur 
any debts except such as are incidental to its organ­
ization or to the obtaining of subscriptions to or the 
payment for its shares, until consideration for its 
shares, equal to the amount of stated capital with 
which it will begin business, as set forth in the 
articles of incorporation, has been fully paid in. 

II. If a corporation has incurred any debts or 
transacted any business in violation of this section, 
the officers who participated therein, and the directors 
who authorized or ratified the same, shall be jointly 
and severally liable for the debts or liabilities of the 
corporation arising therefrom to an amount not 
exceeding the unpaid portion of such stated capital, 
to be paid to the corporation for the benefit of such 
creditors. (Act Apr. 18, 1933, c. 300, §12.) 

7492-18. Shares; filing certain resolutions; options 
and conversion rights. 

I. The shares of a corporation may be divided into 
classes, and the classes may be divided into series, 
with such rights, voting power, preferences and 
restrictions as may be provided in the articles of 
incorporation, or by resolution _ of the board of 
directors if authorized by the articles under sub­
division I (e) of Section 3 of this Act. 

II. Any or all of the shares may have a par value 
or be without par value as provided in the articles of 
incorporation. 

III. Except as otherwise provided by the articles 
of incorporation, or by the board of directors pursu­
ant to the provisions of subdivision I hereof, each 
share shall be in all respects equal to every other 
share. 

IV. All shares of a class which is not divided into 
series shall be equal in all respects, and all shares 
of a series shall be equal in all respects. 

V. Before the corporation shall allot any shares 
of any class, or of any series of any class, of which 
the dividend rate, the redemption price, the liquida­
tion price or the number of shares constituting any 
series is not set forth in its articles of incorporation 
but is fixed in a resolution adopted by the board of 
directors pursuant to authority given by the articles, 
a certificate setting forth a copy of such resolution, 
made by the president or a vice-president of the cor­
poration and by its secretary or an assistant secretary 
and acknowledged by such officers, shall be filed for 
record in the office of the Secretary of State. 

VI. Within the limitations and restrictions, if any, 
stated in its articles, a corporation may grant, (a) 
rights to convert any of its securities into shares of 
any class or classes, or (b) options to purchase or 
subscribe for shares of any class or classes, but such 
grants shall be made only in connection with the 
allotment of shares or issuance of other securities; 
provided, however, that nothing herein contained 
shall limit the right of a corporation to grant to its 
shareholders or any class or classes thereof, options 
to subscribe for unallotted shares of the corporation 
ratably in proportion to the number of shares held. 
The corporation may issue share purchase or sub­
scription warrants or other evidences of such option 
rights, setting forth the terms, provisions and condi­
tions thereof, and such options may be transferable 

or nontransferable and separable or inseparable from 
other shares or securities of the corporation. 

VII. The terms and provisions of such rights or op­
tions shall be set forth in the articles or determined 
by the shareholders; provided, that the articles or 
the shareholders may authorize the board of directors 
by resolution to grant such rights or options. 

VIII. The contract certificate, warrant or other 
instrument evidencing such conversion rights or op­
tions shall set forth in full, summarize or incorporate 
by reference all the terms and provisions thereof. 
The corporation shall at all times reserve sufficient 
shares to meet the exercise of all conversion rights 
or options at the time outstanding. (Act Apr. 18, 
1933, c. 300, §13.) 

7492-14. Shares—allotment and consideration; lia­
bility for improper valuation. 

I. No shares shall be allotted except in considera­
tion of cash, or other property, tangible or Intangible, 
received or to be received by the corporation, or 
services. rendered or to be rendered to the corpora­
tion, or of an amount transferred from surplus to 
stated capital upon a share dividend. 

II. At the time of each allotment of shares, the 
shareholders or directors making such allotment shall 
state by resolution their determination of the fair 
value to the corporation in monetary terms of any 
consideration other than cash for which shares with 
or without par value are allotted. 

III. The amount of consideration to be received, 
in cash or otherwise, shall not be less than the par 
value of shares having a par value so allotted nor less 
than the stated capital to be represented by shares 
without par value so allotted. The provisions of this 
subdivision shall not apply to shares of its own stock 
acquired by the corporation. 

IV. If shares are allotted in violation of the pro­
visions of subdivision III of this section, the person 
to whom such shares are allotted and his assignees 
with notice, and shareholders and directors voting in 
favor of such allotment, shall be liable to the cor­
poration for the benefit of all persons thereafter be­
coming creditors who did not assent thereto and are 
damaged thereby, to the extent of their damages, not 
exceeding, however, the difference between the par 
value of shares having a par value so allotted, or the 
stated capital to be represented by shares without 
par value so allotted, and the fair value to the cor­
poration of the consideration therefor; provided, 
however, that the person to wh'om such shares were 
allotted, or his assignees, shall not be liable under 
the provisions of this subdivision if he received such 
shares in good faith and without actual knowledge 
of the violation of subdivision III of this section; and, 
provided, further that directors and shareholders shall 
be liable only if they wilfully or without reasonable 
investigation voted in favor of such allotment. 

V. No action shall be maintained under the pro­
visions of this section unless commenced within three 
years from the date on which such allotment was 
made. In any such action, creditors shall not be 
presumed to have extended credit to the corporation 
relying upon the compliance by the corporation with 
the provisions of this section relating to allotment 
of shares and the consideration to be received there­
for. (Act Apr. 18, 1933, c. 300, §14.) 

7492-15. Shares—allotment and consideration— 
cont'd. 

I. Shares with or without par value shall not be 
allotted for a cash consideration which is unfair to 
the then shareholders nor for a consideration other 
than cash upon a valuation thereof which is unfair to 
such shareholders. 

II. Directors or shareholders who, wilfully or 
without reasonable investigation, either make an al­
lotment of shares for a cash consideration which is 
unfair to the then shareholders or so overvalue prop­
erty or services received or to be received by the cor-
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poration as consideration for shares allotted, shall be 
jointly and severally liable to the corporation for the 
benefit of the then shareholders who did not assent 
to and are damaged by such action, to the extent of 
their damages. Directors or shareholders who are 
present and entitled to vote but fail to vote against 
such allotment or valuation shall be considered, for 
the purposes of this section, as participating in such 
allotment or valuation. 

III. No action shall be maintained against a direc­
tor or shareholder under the provisions of this section 
unless commenced within three years from the date 
on which such allotment was made. (Act Apr. 18, 
1933, c. 300, §15.) 

7493-16. Subscription for shares, acceptance there­
of; calls; enforcement. 

I. All subscriptions for shares of a corporation 
shall be in writing. 

II. Unless otherwise provided in the writing, sub­
scriptions for shares of a corporation to be formed 
shall be: 

(a) Irrevocable until sixty days after the issuance 
of the certificate of incorporation, but void un­
less accepted within said period; and 

(b) Irrevocable for a period of one year after first 
subscription for shares of such corporation if 
no certificate of incorporation shall be issued 
within such period of one year, but void upon 
the expiration of such year. 

III. Notwithstanding the foregoing provisions, a 
subscription for shares may be avoided at any time 
by either party upon such grounds as exist at law or 
in equity for the avoidance of any contract. 

IV. Acceptance of a subscription, or the making 
of a contract by the corporation to sell shares, shall 
constitute an allotment of the shares subscribed for 
or agreed to be purchased. 

V. Acceptance or rejection of subscriptions for 
shares made before incorporation shall be by the 
board of directors. Acceptance or rejection of sub­
scriptions for shares made after incorporation shall 
be by the shareholders at any annual meeting or at 
any special meeting duly called and held for that 
purpose, or by the board of directors acting under 
authority conferred by the shareholders or the arti­
cles of incorporation. 

VI. When no provision as to the time of payment 
is made in the subscription therefor, shares shall be 
paid for on the call of the board of directors. Notice 
of each call shall be mailed to each subscriber at his 
address as shown by the records of the secretary of 
the corporation. Such notice shall state the due date 
of the payment required by such call, which due date 
shall not be less than twenty days from the date of 
mailing such notice unless the subscription expressly 
provides for a shorter period of notice. 

VII. If a subscriber be indebted to the corporation 
on account of a subscription for shares, it shall have 
a lien upon such shares for such indebtedness; but 
no corporation shall have any such lien upon any 
shares evidenced by any certificate of shares by it 
issued and delivered. 

VIII. A subscriber shall be treated for all purposes 
as if he were a holder of a number of shares equal 
to that proportion of the total number of shares sub­
scribed for by him which the portion of the subscrip­
tion price paid bears to the total subscription price, 
unless the subscription agreement expressly restricts 
or negatives such rights. Unless otherwise provided 
in the subscription agreement, no certificate of shares 
shall be issued for any of the shares so ratably paid 
for while any part of such subscription remains un­
paid. 

IX. If any payment for shares subscribed and 
allotted is not made on the due date, the corporation 
may: 

(a) Invoke its remedies at law or in equity; or 
(b) Foreclose its lien by advertised sale. 

X. In case of foreclosure of the lien by advertised 
sale: 

(a) The sale shall be at public auction, at the regis­
tered office of the corporation, between nine 
o'clock in the morning and five o'clock in the 
afternoon. 

(b) Two weeks published notice of such sale shall 
be given. 

(c) At least two weeks before the appointed time 
of sale a copy of the notice of sale may be serv­
ed upon the subscriber in like manner as a 
summons may be personally served in a civil 
action in the district court, and if not so served 
such notice shall.be mailed, by registered mail, 
to such subscriber at least ten days before the 
appointed time of sale at his address appearing 
upon the books of the secretary of the corpora­
tion, and if no address shall there appear, then 
to such address as shall be known to the secre­
tary. In case neither the place of residence 
nor the postofflce address of such subscriber 
is known to or appears upon the records of the 
secretary, the published notice herein provided 
shall be sufficient to authorize such sale. 

(d) Such notice shall state the time and place of 
sale, the amount which will be due on the date 
of sale exclusive of the expense of sale, and the 
number and description of the shares to be sold. 

(e) Under the power of sale hereby given only 
enough shares shall be sold to pay the expenses 
of sale and to satisfy the amount due. 

(f) The proceeds of such sale shall he applied first 
to the payment of the expense of sale, then to 
the satisfaction of the amount due on such sub­
scription, and the remainder, if any, shall be 
deposited with the corporation and be paid upon 
demand of such subscriber or other person en­
titled thereto. 

(g) The corporation or its assigns may fairly and 
in good faith purchase any shares sold under 
the provisions of this subdivision, provided the 
sale is conducted by the sheriff, his deputy, or 
constable. Shares so acquired t>y the corpo­
ration shall have the status of unallotted and 
unsubscribed shares. 

(h) Notwithstanding any such sale, the lien shall 
continue unimpaired upon all shares not sold, 
to secure payment of any indebtedness there­
after becoming due on such subscription. 

XI. Enforcement contracts to purchase shares 
from the corporation shall for all purposes have the 
same status as accepted subscriptions. (Act Apr. 18, 
1933, c. 300, §16.) 

7492-17. Payment for shares; issue of certificate. 
I. Bach shareholder shall be entitled to a certi­

ficate of shares but no certificate of shares shall be 
issued until the shares represented thereby have been 
fully paid for. 

II. Shares allotted as share dividends, and shares 
for which the agreed consideration has been paid, 
delivered or rendered to the corporation shall be fully 
paid shares. 

III. When a corporation has received a note or 
check as consideration for shares, such shares shall 
not be considered fully paid until such note or check 
has been paid. 

IV. Every certificate of shares shall be signed by 
the president and the secretary, or by such officers 
as the articles of incorporation or by-laws may pro­
vide, but when a certificate is signed by a transfer 
agent or registrar the signature of any such corporate 
officer and the corporate seal, if any, upon such cer­
tificate may be facsimiles, engraved or printed. 

V. Every certificate of shares shall state: 
(a) The name of the corporation, and a statement 

that it is organized under the laws of Minne­
sota; 

(b) The name of the registered holder of the shares' 
represented thereby; 
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(c) The number of shares, and if the corporation 
is authorized to Issue shares of more than one 
class, the class, or series and class, of the 
shares represented thereby; 

(d) The par value of each share represented, or a 
statement that such shares are without par 
value; 

(e) If the corporation is authorized to issue shares 
of more than one class, the rights, preferences, 
and restrictions granted to or imposed upon the 
shares of all classes or series, or a summary 
thereof with a reference to the articles, and 
the authority, if any, vested by the articles in 
the board of directors under subdivision I (e) 
or Section 3 of this Act to fix the rights of 
series of shares then unallotted. 

VI. Such certificate shall be prima facie evidence 
of the ownership of the shares therein referred to. 

VII. A certificate of shares without par value 
shall not state any par value, nor any value thereof 
in money, nor any rate of dividend to which such 
shares shall be entitled in terms of a percentage of 
any par or other value. (Act Apr. 18, 1933, c. 300, 
§17.) 

7402-18. Liability of subscribers and shareholders. 
I. Except as provided in subdivision IV of Sec­

tion 14 of this Act, and except in case of actual fraud, 
a subscriber to or holder of shares of a corporation 
shall be under no liability to the corporation, wheth­
er for the benefit of its shareholders or creditors, 
with respect to such shares, other than the obligation 
to comply with the terms of the subscription or con­
tract therefor. 

II. One who becomes a shareholder by transfer 
and in good faith, and without knowledge or notice 
that the shares acquired have not been fully paid 
for, shall not be liable to the corporation or to its 
creditors with respect to such shares. (Act Apr. 18, 
1933, c. 300, §18.) 

7403-19. Validity of shares.—The fact that shares 
are allotted in violation of, or without full compliance 
with, the provisions of this Act shall not make the 
shares so allotted invalid. (Act Apr. 18, 1933, c. 
300, §19.) 

7402-20. Stated capital and surplus. 
I. In the case of shares without par value, unless 

a part of the total consideration for such shares is 
designated as paid-in surplus in the manner set forth 
in subdivision III of this section, the entire amount 
thereof shall be stated capital. 

II. In the case of shares having par value, the con­
sideration received therefor in excess of such par 
value shall constitute paid-in surplus. 

HI. If upon the allotment of shares without par 
value any part of the consideration received therefor 
is to constitute paid-in surplus, the shareholders or 
directors, as the case may be, who fix the amount of 
cash or determine the value of other consideration 
for such shares, shall at the time of allotment specify 
in monetary terms the amount thereof that is to be 
stated capital and the amount thereof that is to be 
paid-in surplus; provided, however, that in the case 
of shares having a preference upon liquidation, unless 
the subscription or contract for purchase thereof ex­
pressly otherwise provides, only that part, if any, of 
the value of the consideration received therefor, which 
is in excess of the amount to which such shares upon 
involuntary liquidation are entitled in preference to 
shares of another class or classes, may constitute 
paid-in surplus. 

IV. Upon a reduction of the stated capital of a 
corporation pursuant to Section 38 of this Act, the 
amount of such reduction shall constitute paid-in sur­
plus. 

V. If upon a consolidation or merger the stated 
capital of the consolidate or surviving corporation 
shall be less than the aggregate of the stated capital 

of the constituent corporations, the amount of such 
difference shall constitute paid-in surplus. 

VI. All contributions by shareholders to a cor­
poration shall constitute paid-in surplus. 

VII. The shareholders or directors may at any 
time by resolution transfer amounts from paid-in or 
earned surplus to stated capital. 

VIII. Whenever a corporation acquires all or sub­
stantially all of the assets of another corporation In 
consideration of the allotment of shares of the ac­
quiring corporation, with or without other consid­
eration, the earned surplus of the acquired corpora­
tion shall become earned surplus of the acquiring 
corporation, but only to the extent that the aggregate 
of the stated capital, paid-in surplus and earned sur­
plus of the acquired corporation exceeds the aggre­
gate of the following amounts. 

(a) The value of the consideration given therefor, 
other than shares of the acquiring corporation 
and other than the assumption by the acquir­
ing corporation of liabilities of the acquired 
corporation. 

(b) The par value of all shares of the acquiring 
corporation having par value, given as consid­
eration, and 

(c) The stated capital represented by all shares of 
the acquiring corporation without par value, 
given as consideration. 

IX. Whenever two or more corporations shall 
hereafter be consolidated or merged, the earned sur­
pluses of the constituent or merged corporation or 
corporations may, to the extent that they are not 
capitalized upon such consolidation or merger, be 
treated as earned surplus by the consolidated or sur­
viving corporation. 

X. The provisions of this section with reference 
to paid-in surplus and earned surplus are, for the 
purposes set forth in Section 21 of this Act, subject 
further to all the terms and provisions thereof. (Act 
Apr. 18, 1933, c. 300, §20.) 

7402-21. Dividends and purchase of own shares. 
I. In determining the fair value of the assets of 

a corporation to ascertain whether it may pay a divi­
dend or may purchase its own shares, unrealized ap­
preciation of assets shall not be included; provided, 
that securities having a readily ascertainable market 
value, other than securities issued by the corpora­
tion, may be valued at not more than market value. 
Proper deduction shall be made for depreciation and 
depletion and for losses of every character whether 
or not realized. The excess of such value, if any, 
above the aggregate of the liabilities and stated capital 
of the corporation shall constitute the aggregate of its 
paid-in and earned surplus and the balance remaining, 
if any, after deducting therefrom the earned surplus 
of the corporation, shall constitute its paid-in sur­
plus. If the payment of a dividend or the purchase 
by a corporation of its shares is otherwise lawful, it 
shall not be unlawful because of failure to determine 
the fair value of all its assets. 

II. A corporation may declare dividends in cash 
or property only as follows: 

(a) Out of earned surplus; 
(b) Out of paid-in surplus, provided, that if there 

are outstanding shares entitled to preferential 
dividends, then dividends may be declared out 
of paid-in surplus only upon such shares. 
When dividends are paid from paid-in surplus, 
notice of such fact shall be given to the share­
holders receiving the same concurrently with 
the payment thereof; 

(c) Out of its net earnings for its current or for 
the preceding fiscal year, whether or not it 
then has a paid-in or earned surplus, provided, 
that if there are outstanding shares entitled 
to a preference upon liquidation, such divi­
dends shall not be paid upon' any other shares 
except to the extent that the fair value of its 
assets, determined as set forth in subdivision 
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1 of this section, exceeds the aggregate of Its 
liabilities and its stated capital represented by 
all shares entitled to a preference upon liquida­
tion; provided, further, that no such dividend 
shall be declared if the fair value of the assets 
of the corporation is less than the aggregate 
of its liabilities, including such proposed divi­
dend as a liability. 

III. A corporation may declare dividends payable 
In shares of the corporation only as follows. 

(a) Out of earned surplus; 
(b) Out of paid-in surplus, provided, that notice 

of such fact shall be given to the shareholders 
receiving such dividends concurrently with the 
payment thereof; 

(c) Upon declaration of a dividend payable in 
shares, the amount of surplus from which such 
dividend is declared shall be capitalized. If 
a dividend is declared in' shares having a par 
value, the amount of surplus so to be capital­
ized shall equal the aggregate par value of such 
shares. If a dividend is declared in shares 
without par value then if such shares are pre­
ferred shares they shall be capitalized at the 
amount to which such shares, upon involuntary 
liquidation, are entitled in preference to shares 
of another class or classes, or if such shares 
are common shares they shall be capitalized on 
the basis of the estimated fair value of such 
shares upon allotment as determined by the 
board of directors: 

(d) No dividend payable in shares of any class shall 
be paid to shareholders of any other class un­
less the articles so provided or such payment 
is authorized by the vote or written consent of 
the holders of two-thirds of the shares of the 
class in which the payment is to be made. 

IV. Nothing in subdivision III of this section shall 
be construed to forbid or limit the power of a corpora­
tion to split up or subdivide its shares into a larger 
number of shares without increasing its stated capital. 

V. A corporation engaged principally in the exploita­
tion of mines, quarries, oil wells, gas wells, patents 
or other wasting assets, or organized principally to 
liquidate specific assets, may. distribute the net in­
come derived from the exploitation of such wasting 
assets or the net proceeds derived from such liquida­
tion without making any deduction or allowance for 
the depletion of such assets incidental to the lapse of 
time, consumption, liquidation or exploitation; pro­
vided, however, that it shall make adequate provision 
for meeting liabilities and fixed preferences of out­
standing shares as to assets on liquidation and shall 
give notice to shareholders concurrently with the pay­
ment of each distribution that no deduction or allow­
ance has been made for depletion. 

VI. A corporation may purchase or redeem shares 
of its own stock, whether pursuant to contract previ­
ously made or otherwise, only as follows: 

(a) Out of earned surplus; 
(b) Out of paid-in surplus; provided, that, if the 

corporation has outstanding shares entitled to 
preferential dividends or to a preference upon 
liquidation, then only such share may be pur­
chased or redeemed out of paid-in surplus. 

VII. Subject to any provisions of the articles of 
incorporation or by-laws, the board of directors may 
fix a time not exceeding forty days preceding the date 
fixed for the payment of any dividend or distribution, 
or the date for the allotment of rights or, subject to 
contract rights with respect thereto, the date when 
any change or conversion or exchange of shares shall 
be made or go into effect, as a record date for the 
determination of the shareholders entitled to receive 
payments of any such dividend, distribution or allot­
ment of rights, or to exercise rights in respect to any 
such change, conversion or exchange of shares, and 
in such case only shareholders of record on the date 
so fixed shall be entitled to receive payment of such 

dividend, distribution or allotment of rights or to 
exercise such rights of change, conversion or exchange 
of shares, as the case may be, notwithstanding any 
transfer of any shares on the books of the corporation 
after any record date fixed as aforesaid. The hoard of 
directors may close the books of the corporation 
against the transfer of shares during the whole or any 
part of such period. (Act Apr. 18, 1933, c. 300, §21.) 

7492-22. Inability of shareholders and directors 
for dividends unlawfully paid, or for corporate assets 
otherwise unlawfully distributed. 

I. If any dividend be paid in violation of Section 
21 of this Act, or if any other unlawful distribution 
be made to shareholders, 

(a) Every shareholder who received any such divi­
dend or any such distribution shall be individ­
ually liable to the corporation in an amount 
equal to the amount so received by him. Any 
number of shareholders may be sued in the 
same action. 

(b) The directors who wilfully or negligently voted 
in favor thereof shall be jointly and severally 
liable to the corporation in an amount equal 
to the dividend so paid and the distribution so 
made. A director shall not be held to have 
been negligent within the meaning of this sec­
tion if he exercised that diligence and care 
which an ordinarily prudent man would exer­
cise under similar circumstances, nor if he re­
lied and acted in good faith upon a profit and 
loss statement of the corporation represented 
to him to be correct by the president or other 
officer of the corporation having charge of or 
supervision of its accounts or certified to be 
correct by a public accountant or firm of public 
accountants selected with reasonable care. 
Any director against whom a claim is asserted 
pursuant thereto, except in case of participa­
tion in a deliberate fraud shall be entitled to 
contribution from other directors who are 
liable, pro rata according to the number of such 
directors. 

II. A corporation shall not be entitled to recover 
under the provisions hereof an amount greater than 
the aggregate of the dividends unlawfully paid and 
other unlawful distributions. 

III. No action shall be maintained against a di­
rector or a shareholder under the provisions of this 
section unless commenced within three years from the 
date on which such dividend payment or other dis­
tribution was made. (Act Apr. 18, 1933, c. 300, §22.) 

7402-23. By-laws. 
I. The shareholders may make and alter by-laws, 

not inconsistent with law or the articles of incorpora­
tion, for the government of the corporation, the con­
duct of its affairs, the management of its property 
and business, and the transfer of its shares. 

II. Authority to make and alter by-laws may be 
vested by the articles of incorporation in the board of 
directors subject to the power of the shareholders to 
change or repeal such by-laws: provided, however, the 
board shall not make or alter any by-law fixing their 
number, qualifications, classifications or term of office; 
provided further that the first board of directors, with­
out such authority in the articles, shall adopt by-laws 
which shall remain effective until and except as legally 
amended. (Act Apr. 18, 1933, c. 300, §23.) 

7492-24. Shareholders' meeting; quorum. 
I. Meetings of the shareholders may be held at the 

registered office of the corporation or at any place with­
in or without the state designated in the by-laws or 
by the board of directors pursuant to authority in the 
by-laws, or by written consent of all the shareholders 
entitled to vote thereat. 

II. Shareholders shall hold a meeting each calendar 
year, known as the annual meeting, at which they shall 
elect directors, and may transact any other business; 
provided, however, that no business with respect to 
which special notice is required shall be transacted 
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unless such notice shall have been given. When the 
annual meeting is not held, or the directors are not 
elected thereat, directors may be elected at a special 
meeting held for that purpose, and it shall be the duty 
of the president, vice-president or secretary, upon de­
mand of any shareholder entitled to vote, to call such 
special meeting. 

III. Special meeting of the shareholders may be 
called for any purpose or purposes, at any time by the 
president, by the board of directors or any two or 
more members thereof, or by such other officers or 
persons as the by-laws may authorize, or in the man­
ner hereinafter provided, by one or more shareholders 
holding not less than one-tenth of the voting power 
of the shareholders, bpon request in writing by 
registered mail or delivered in person to the president, 
vice-president or secretary, by any person or persons 
entitled to call a meeting of shareholders, it shall be 
the duty of such officer forthwith to cause notice to 
be given to the shareholders entitled to vote, of a 
meeting to be held at such time as such officer may 
fix, not less than ten nor more than sixty days after 
the receipt of such request. If such notice shall not 
be given within seven days after delivery or the date of 
mailing of such request, the person or persons request­
ing the meeting may fix the time of meeting and give 
notice in the manner provided by law or the by-laws. 

IV. If any meeting of the shareholders be adjourn­
ed to another time or place, no notice as to such ad­
journed meeting need be given other than by an­
nouncement at the meeting at which such adjourn­
ment is taken, unless otherwise provided in the by­
laws. 

V. Written notice of each meeting of shareholders, 
stating the time and place, and in case of special meet­
ing the purpose, shall be given in the manner pro­
vided in the by-laws, by the secretary or other person 
charged with that duty, to each shareholder entitled 
to vote at such meeting. 

VI. Notice of the time, place and purpose of any 
meeting of shareholders, whether required by this Act, 
the articles or the by-laws, may be waived in writing 
by any shareholder. Such waiver may be given before 
or after the meeting, and shall be filed with the secre­
tary or entered upon the records of the meeting. 

VII. Unless otherwise provided in the articles of 
incorporation, the presence in person or by proxy of 
the holders of a majority of the shares entitled to vote 
at the meeting shall constitute a quorum for the trans­
action of business. In the absence of a quorum, any 
meeting may be adjourned from time to time. The 
shareholders present at a duly called or held meeting 
at which a quorum is present may continue to trans­
act business until adjournment notwithstanding the 
withdrawal of enough shareholders to leave less than 
a quorum. (Act Apr. 18, 1933, c. 300, §24.) 

7492-25. A'oting rights. 
I. Unless the articles otherwise provided, every 

shareholder of record, or his legal representatives, at 
the date fixed for the determination of the persons en­
titled to vote at a meeting of shareholders, or, if no 
date has been fixed, then at the date of the meeting, 
shall be entitled at such meeting to one vote for each 
share standing in his name on the books of the corpo­
ration. 

II. Subject to any provisions of the articles or by­
laws, the board of directors may fix a time, not ex­
ceeding forty days preceding the date of any meeting 
of shareholders, as a record date for the determina­
tion of the shareholders entitled to notice of and to 
vote at such meeting, and in such case only share­
holders of record on the date so fixed, or their legal 
representatives, shall be entitled to notice of and to 
vote at such meeting, notwithstanding any transfer of 
any shares on the books of the corporation after any 
record date so fixed. The board of directors may close 
the books of the corporation against transfers of shares 
during the whole or any part of such period. 

III. If notice in writing is given by any shareholder 
to the president or secretary of a corporation not less 
than twenty-four hours before the time fixed for hold­
ing a meeting for the election of directors that he in­
tends to cumulate his votes in such election, each 
shareholder shall have the right to multiply the num­
ber of votes to which he may be entitled by the number 
of directors to be elected, and he may cast all such 
votes for one candidate or distribute them among any 
two or more candidates. In such case it shall be the 
duty of the presiding officer upon the convening of the 
meeting to announce that such notice has been given. 
If the articles of incorporation expressly provide that 
there shall be no cumulative voting, the provisions of 
this subdivision shall be inapplicable to such corpora­
tion. 

IV. A shareholder may cast his vote in person or 
through proxy. The appointment of a proxy shall be 
in writing filed with the secretary at or before the 
meeting. The authority of a proxy, if not coupled 
with an interest, may be terminated at will. Unless 
otherwise provided in the appointment, the proxy's au­
thority-shall cease eleven months after the appoint­
ment. A termination of a proxy's authority by act 
of the shareholder shall be ineffective until written 
notice of the termination has been given to the secre­
tary. Unless otherwise provided therein, and appoint­
ment filed with the secretary shall have the effect of 
revoking all appointments of prior date. 

V. If a shareholder shall appoint two or more per­
sons to act as proxies, and if the instrument shall not 
otherwise provide, then a majority of such persons 
present at the meeting, or if only one shall be present 
then that one, shall have and may exercise all of the 
powers conferred by such instrument upon all of the 
persons so appointed; and if such proxies.be equally 
divided as to the right and manner of voting in any 
particular case, the vote shall be divided equally 
among the proxies. 

VI. A person or persons holding shares in a repre­
sentative or fiduciary capacity may vote the same in 
person or by proxy. General or discretionary power 
may be conferred on such proxy. Where shares are 
held jointly by three or more representatives or fiduci­
aries, the will of the majority of them shall control 
the manner of voting or the giving of a proxy, unless 
the instrument or order appointing them otherwise 
directs. Where in any case the representatives or 
fiduciaries are equally divided upon the manner of 
voting the shares jointly held by them, any court of 
competent jurisdiction may, upon petition filed by any 
of them or by any beneficiary, appoint an additional 
person to act with them in determining the manner in 
which such shares shall be voted upon the particular 
questions as to which they are divided. 

VII. A proxy's authority shall not be revoked by 
the death or incapacity of the maker unless, before 
the vote is cast or the authority is exercised, written 
notice of such death or incapacity is given to the 
corporation. 

VIII. A transferee of pledged shares shall be re­
garded by the corporation as the owner thereof unless 
the instrument of transfer discloses the pledge. A 
person whose shares are transferred on the books of 
the corporation as a disclosed pledge shall be entitled 
to vote unless in the instrument of transfer the pledgor 
shall have expressly empowered the pledgee to vote 
thereon, in which case only the pledgee or his proxy 
may represent such shares and vote thereon. 

IX. A corporation owning shares in another corpo­
ration whether domestic or foreign, may vote the 
same by its president or by proxy appointed by him 
unless some other person, by resolution of its board 
of directors, shall be appointed to vote such shares in 
which case such person shall be entitled to vote upon 
the production of a certified copy of such resolution. 

X. A corporation shall not vote any shares of its 
own issue belonging to it, nor shall any such shares 
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be counted in calculating the total voting power of 
all shareholders of such corporation at any given time. 

XI. Any action which, under any provisions of this 
Act or the articles of incorporation, may be taken at 
a meeting of the shareholders, may be taken without 
a meeting if authorized by a writing signed by all of 
the holders of shares who would be entitled to a notice 
of a meeting for such purpose. Whenever a certificate 
in respect of any such action is required by this Act 
to be filed in the office of the Secretary of State, the 
officers signing the same shall state therein that the 
action was effected in the manner aforesaid. 

XII. The articles of incorporation may confer upon 
the creditors of the corporation; or upon a class or 
classes thereof, the right to vote to the extent and 
subject to the limitations stated therein. (Act Apr. 
18, 1933, c. 300, §25.) 

7492-26. Voting trusts. 
I. Shares of stock in any corporation may be trans­

ferred to a trustee or trustees, pursuant to .written 
agreement, for the purpose of conferring on such 
trustee or trustees the right to vote and otherwise 
represent such shares for a period not exceeding fifteen 
years, except that in case such agreement is made in 
connection with an indebtedness of the corporation 
such voting trust may extend throughout the period 
of such indebtedness, all in the manner and upon the 
conditions in such agreement stated. Unless other­
wise specified therein, such voting trust may be termi­
nated at any time by the holders of a majority in in­
terest of the beneficial interests thereunder. 

II. A duplicate of the voting trust agreement shall 
be filed in the registered office of the corporation and 
shall there be open to inspection by any shareholder, 
and by any holder of any beneficial interest under such 
agreement, and by the agents of either, in like manner 
and upon such conditions as the books of the corpora­
tion are open to inspection by a shareholder. 

III. Unless otherwise provided in such agreement, 
(a) the trustee may vote in person or by proxy; (b) 
if there are two or more trustees, the manner of voting 
shall be determined as provided in subdivision VI of 
Section 25 of this Act; (c) vacancies among the 
trustees shall be filled, by the remaining trustees; and 
(d) a trustee shall incur no personal liability except 
for his own neglect or malfeasance. (Act Apr. 18, 
1933, c. 300, §26.) 

7492-27. Directors. 
I. The business of a corporation shall be managed 

by a board of at least three directors, who need not 
be shareholders unless the articles of incorporation or 
by-laws so require. A director shall hold office for the 
term for which he was named or elected and until his 
successor is elected and qualified, unless removed as 
provided in Section 28 of this Act. 

II. Except as otherwise provided in the articles and 
in paragraph (b) of subdivision IV of this section, 
directors, other than those constituting the first board, 
shall be elected by the shareholders. 

III. The number, qualifications, term of office, man­
ner of election, time and place of meeting, and the 
powers and duties of the directors, may, subject to 
the provisions of this Act, be prescribed by the articles 
or by-laws, provided that the term of a director shall 
not be longer than five years. 

IV. Except as otherwise prescribed in the articles 
or by-laws: 

(a) A director shall be elected for a term of one 
year; 

(b) Vacancies in the board of directors shall be 
filled by the remaining members of the board, 
though less than a quorum, and each person 
so elected shall be a director until his successor 
is elected by the shareholders who may make 
such election at their next annual meeting or 
at any special meeting duly called for that 

„ purpose; 
(c) Meetings of the board of directors may be held 

at such place, whether in this State or else­

where, as a majority of the members of the 
board may from time to time appoint; 

• (d) Notice shall be given to each director of the 
time and place of each meeting of the board 
but any director may, in writing, either before 
or after the meeting, waive notice thereof; and, 
without notice, any director by his attendance 
at and participation in the action taken at any 
meeting, shall be deemed to have waived notice; 

(e) Until provision has been made by by-law for 
calling meetings of the board, meetings may 
be called by any member thereof by giving to 
each of the other members written notice of 
the time and place of meeting, mailed at least 
ten days before the time of meeting. 

(f) A majority of the board of directors shall be 
necessary to constitute a quorum for the trans­
action of business, unless the by-laws provide 
that a different number shall constitute a 
quorum, which in no case shall be less than 
one7third of the entire number of directors, 
nor less than two; and the acts of a majority 
of the directors present at a meeting at which 
a quorum is present shall be the acts of the 
board of directors; 

(g) Any action which might be taken at a meet­
ing of the board of directors, may be taken 
without a meeting if done in writing signed by 
all of the directors; 

(h) The board of directors may, by unanimous 
affirmative action of the entire board, desig­
nate two or more of their number to constitute 
an executive committee, which, to the extent 
determined by unanimous affirmative action 
of the entire board, shall have and exercise 
the authority of the board in the management 
of the business of the corporation. Any such 
executive committee shall act only in the in­
terval between meetings of the board, and 
shall be subject at all times to the control and 
direction of the board. (Act Apr. 18, 1933, c. 

- 300, §27.) 
7492-28. Removal of directors. 
I. The entire board of directors or any individual 

director may be removed from office, with or without 
cause, by a vote of shareholders holding a majority 
of the shares entitled to vote at an election of directors; 
provided, in the case of a corporation having cumula­
tive voting, unless the entire board be removed, no 
individual director shall be removed in case the votes 
of a sufficient number of shares are cast against his 
removal, which if then cumulatively voted at an elec­
tion of the full board would be sufficient to elect him. 

II. In case the board or any one or more directors 
be so removed, new directors may be elected at the 
same meeting. In the case of a corporation having 
cumulative voting, if such election is held at the same 
meeting, the notice of intention to cumulate votes 
provided for in subdivision III of Section 25 of this 
Act may be given at any time prior to the voting at 
such election, and in such case announcement of the 
giving of such notice shall be made prior to said voting 
and said cumulative voting provisions shall be appli­
cable. (Act Apr. 18, 1933, c. 300, §28.) 

7492-29. Officers and agents. 
I. The board of directors shall elect a president, 

a secretary, and a treasurer, and may appoint such 
other officers and agents as they may deem necessary, 
for sucn terms, if any, as may be prescribed in the by­
laws. The president shall be a director, but shall hold 
office until his successor is elected notwithstanding an 
earlier termination of his office as director. No one 
of the other officers need be a director. A vice-presi­
dent who is not a director shall not succeed to the 
office of president. Any two of the offices except those 
of president and vice-president may be held by the 
same person. 

II. All officers shall respectively have such authori­
ty and perform such duties in the management of the 
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J business of the corporation, as may be prescribed in 
the by-laws, or, in the absence of controlling provisions 
in the by-laws, as may be determined by the board 
of directors. 

\ III. Any officer may be removed by the board of di­
rectors with or without cause. Such removal, how­
ever, shall be without prejudice to the contract rights 
of the person so removed. (Act Apr. 18, 1933, c. 300, 
§29.) 

7492-30. Relation of directors and officers to corpo­
ration.—Officers and directors shall discharge the 
duties of their respective positions in good faith, and 
with that diligence and care which ordinarily prudent 
men would exercise under similar circumstances in 
like positions. (Act Apr. 18, 1933, c. 300, §30.) 

7492-31. Loans to officers, directors and sharehold­
ers.—No corporation shall lend any of its assets to 
any officer or director of the corporation, nor shall 
any corporation lend any of its assets to a shareholder 
on the security of its shares. If any such loan be made, 
the officers and directors who make such loan, or as­
sent thereto, shall be jointly and severally liable for 
repayment or return thereof. No corporation shall 
take as security for any debt a lien upon its shares un­
less such lien shall be taken to secure a debt previous­
ly contracted. (Act Apr. 18, 1933, c. 300, §31.) 

7492-32. Registered office; changes; penalty. 
I. Every corporation shall maintain an office in this 

State to be known as its registered office. 
II. After incorporation, a change of the location 

of the registered office from that designated in the 
articles of incorporation may be made from time to 
time by the board of directors, without amending the 
articles, provided that, on or before the day that such 
change is to become effective a certificate of such 
change and of the location and post-office address of 
the new registered office shall be filed with the Secre­
tary of State. 

III. If the effect of any change shall be to designate 
a place in a county other than that in which the regis­
tered office has theretofore been located, (a) the 
articles of incorporation, or a certified copy thereof, 
shall be filed by the Secretary of State for record in 
the office of the register of deeds of the county in which 
the new registered office is located; and (b) such 
certificate of change of location shall be recorded by 
the Secretary of State and by him he filed for record 
in the offices of the register of deeds of the counties 
from and to which such change of location of the regis­
tered office is effected. For such purposes the corpo­
ration shall pay to the Secretary of State like fees for 
himself and the register of deeds as provided in Sec­
tion 6 of this Act. 

IV. If a corporation carries on business without 
complying with the requirements of subdivisions I and 
III of this section, it shall forfeit to the State $25.00 
for each day during which it so carries on business, 
not exceeding, however, an aggregate forfeiture of 
$500.00. (Act Apr. IS, 1933, c. 300, §32.) 

7492-33. Corporate books and records; right of 
inspection; penalties. 

I. Every corporation shall keep at its registered 
office, or at such other place or places within the 
United States as the board of directors may determine, 
a share register giving the names and addresses of 
the shareholders, the number and classes of shares 
held by each, and the dates on which the certificates 
therefor were issued. 

II. Every corporation shall keep at its registered 
office originals or copies of: 

(a) Records of all proceedings of shareholders and 
directors; 

(b) Its by-laws and all amendments thereto; and, 
(c) Reports made to shareholders or any of them 

within the next preceding three years. 
III. Every corporation shall keep open to public 

inspection at its registered office a statement of the 
names and post-office addresses of its principal officers; 
provided, that the presence in such office during usual 

business hours of any one of such officers shall excuse 
compliance with this subdivision. 

IV. Every corporation shall keep appropriate and 
complete books of account. 

V. Every shareholder and every holder of a voting 
trust certificate shall have a right to examine, in per­
son or by agent or attorney, at any reasonable time or 
times, for any proper purpose, and at the place or 
places where usually kept or at such other place as 
the court may order, the share register, books of ac­
count and records of the proceedings of the share­
holders and directors, and to make extracts there­
from. 

VI. A corporation shall forfeit to the State $50.00 
for each day it neglects to keep any or all of the books 
or records as required by subdivisions I, II, III, and 
IV of this section, not exceeding however an aggre­
gate forfeiture of $500.00. (Act Apr. 18, 1933, c. 
300, §33.) 

7492-34. Information to shareholders and credit­
ors. 

I. Upon request by a shareholder, a corporation 
shall furnish to him a statement of profit and loss for 
its last annual accounting period, setting forth 
separately the amount of all dividends paid from paid-
in surplus during such year, and a balance sheet con­
taining a summary of the assets and liabilities as of 
the closing date of such year, the originals of which, 
to be retained by the corporation, shall be certified by 
the president or a vice-president and the treasurer 
or an assistant treasurer or a public accountant or 
a firm of public accountants. 

II. Upon written demand of any creditor, the corpo­
ration shall within thirty days furnish to him a state­
ment of all dividends paid, and the number and pur­
chase price of its shares bought by it, within three 
years preceding such demand. 

III. Upon written demand therefor by any share­
holder or creditor, the corporation shall within thirty 
days furnish to him a brief description of all property 
or services received or agreed to be received by the 
corporation as consideration for shares allotted with­
in three years prior to such demand, together with the 
valuation of such property or services as stated under 
the provisions of Section 14 of this Act. 

IV. Upon wilful failure to comply, in reasonable 
detail, with any such demand by a creditor, the in­
debtedness of the corporation to such creditor shall, 
at his election, become immediately due and payable. 

V. With respect to any shareholder or creditor 
making demand under subdivisions II or III of this 
section, the time from such demand and until compli­
ance therewith hy the corporation shall not be com­
puted as a part of the period of limitation for the 
commencement of an action under Sections 14, 15, 
21, or 22 of this Act. Any statement furnished by 
a corporation which is false in any substantial mat­
ter, or which does not give in reasonable detail the 
information demanded, shall not constitute compliance 
with such demand. With respect to any shareholder 
or creditor who has relied upon any such false state­
ment furnished by a corporation to him or to another, 
the period of limitation shall not commence until he 
has learned or ought to have learned of the falsity of 
the statement. (Act Apr. 18, 1933, c. 300, §34.) 

7492-35. Voluntary transfer of corporate assets.— 
A corporation may, by action taken at any meeting 
of its hoard of directors, sell, lease, exchange or 
otherwise dispose of all or substantially all of its 
property and assets, including its good will, upon such 
terms and conditions and for such considerations, 
which may be money, shares, bonds, or other instru­
ments for the payment of money or other property, 
as its board of directors deems expedient, when and as 
authorized by the vote of holders of shares entitling 
them to exercise at least two-thirds of the voting 
power on such proposal or the vote of such other 
proportion, not less than a majority, or vote by class­
es, as the articles may require, at a shareholders' 
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meeting called for that purpose, or when authorized 
upon the written consent of the holders of such shares. 
Notice of any such meetings shall be given to all share­
holders of record whether or not they shall be entitled 
to vote thereat. (Act Apr. 18, 1933, c. 300, §35.) 

7492-36. Amendments of articles of Incorporation. 
I. A corporation may amend Its articles of In­

corporation in the manner herein provided, so as to 
include or omit any provision which it would be law­
ful to include in or omit from original articles at the 
time the amendment is made, or so as to extend Its 
duration for a further definite time or perpetually. 

II. Prior to the allotment of any shares, amended 
articles to supersede the original articles may be exe­
cuted and acknowledged by all the incorporators and 
filed and recorded as provided in Sections 5 and 6 of 
this Act with respect to original articles. 

III. After allotment of any shares: 
(a) Amendment of the articles may be made at 

any meeting of the shareholders, provided 
notice of proposal to amend, stating the nature 
of such proposal, shall have been mailed to 
each shareholder entitled to vote thereon, at 
least ten days prior to such meeting, or by 
written consent of such shareholders given as 
provided by subdivision XI of Section 2 5 of 
this Act. 

(b) Except as hereinafter In this section provided, 
an amendment may be adopted by the vote of 
the holders of two-thirds of the voting power 
of all shareholders entitled under the articles 
to vote, or by such larger or smaller vote, not 
less than a majority, as the articles may re­
quire. 

(c) If an amendment would adversely affect the 
rights of the holders of shares of any class, 
then in addition to the vote required by sub­
division III (b) of this section, the holders of 
each class of shares so affected by the amend­
ment shall be entitled to vote as a class upon 
such amendment, whether or not by the terms 
of the articles such class is entitled to vote; 
and the vote of the holders of two-thirds of 
the shares (or such larger or smaller vote of 
each class, not less than a majority, as the 
articles may require) of each class so affected 
by the amendment shall be necessary, to the 
adoption thereof. 

(d) If an amendment would make any substantial 
change in the purpose or purposes for which 
the corporation was organized, then the hold-' 
ers of each class of the shares shall be entitled 
to vote as a class upon such amendment, 
whether by the terms of the articles such class 
is entitled to vote or not; and the vote of the 
holders of two-thirds of the shares of each 
class (or such larger vote as the articles may 
provide), shall be necessary to the adoption 
thereof. 

IV. After an amendment has been adopted by the 
shareholders, articles of amendment setting forth the 
amendment and the manner of adoption thereof shall 
be signed and acknowledged by the president or vice-
president and by the secretary or assistant secretary, 
and filed for record with the Secretary of State. If 
they conform to law, he shall, when all fees and 
charges therefor have been paid as required by law, 
record the same, and thereupon the amendment shall 
he effective. (Act Apr. 18, 1933, c. 300, §36.) 

7402-37. Provisions relating to certain amend­
ments. 

I. If the total authorized number of shares is in­
creased or decreased the articles of amendment shall 
also state: 

(a) The total number of shares, including those 
previously authorized, which the corporation 
will thenceforth be authorized to have; 

(b) The number of shares having a par value and 
the par value thereof, and the number of 

shares without par value, and, If the shares 
are divided Into more than one class, a state­
ment of the number of shares in each class. 

II. If shares having a par value are changed into 
an equal or different number of shares without par 
value, the amount of stated capital represented by 
shares without par value allotted to replace outstand­
ing shares having a par value shall be the amount of 
the aggregate par value of such outstanding shares. 

III. If shares without par value are changed into 
an equal or different number of shares having a par 
value, the shares having a par value allotted to re­
place outstanding shares without par value shall be 
fully paid for, and the stated capital of the corporation 
shall not thereby be decreased and shall be Increased 
by the difference, If any, between the par value of the 
shares so allotted and the stated capital represented 
by the shares without par value so to be replaced. 

IV. If shares without par value are changed into 
a different number of the same class or of any other 
class or classes of shares without par value, the stated 
capital of the corporation shall not thereby be affect­
ed. (Act Apr. 18, 1933, c. 300, §37.) 

7492-38. Reduction of Stated Capital. 
I. The stated capital of a corporation may be re­

duced to an amount not less than the par value of 
its shares having par value then outstanding by a 
resolution adopted by the vote of the holders of a 
majority in interest of the shares entitled to vote 
thereon, at a meeting'of the shareholders called for 
such purpose, or by such greater vote as the articles 
of incorporation may require; provided, however, that, 
Without the prior affirmative vote of a majority in 
interest of each class of stock entitled to a preference 
upon liquidation, In addition to the vote above re­
quired, the stated capital shall not be reduced below 
an amount equal to the sum of the par value of all 
outstanding shares having a par value and the aggre­
gate amount to which outstanding shares without par 
value are entitled upon involuntary liquidation in 
preference to shares of another class or classes, but 
in no event shall the stated capital be reduced to an 
amount less than the par value of all outstanding 
shares having a par value. 

II. Following the adoption of a resolution reducing 
the stated capital, articles of reduction of stated 
capital shall be executed and filed for record in the 
form and manner required by Section 3G for the exe­
cution and filing of articles of amendment, and, sub­
ject to the provisions of subdivision IV hereof, upon 
the recording thereof by the Secretary of State the 
reduction of stated capital shall become effective. 

III. No part of the surplus created by such re­
duction shall be distributed to the shareholders in 
any form unless the fair value of the assets of the 
corporation remaining after such distribution shall 
be at least equal to the aggregate of its liabilities 
and of its stated capital as so reduced. If any dis­
tribution is made in violation hereof, the directors 
and shareholders shall be liable to the corporation to 
the extent in the manner and subject to the conditions 
and limitations stated in Section 22 of this Act. 

IV. A resolution reducing the stated capital of a 
corporation may be adopted at a meeting at which an 
amendment of its articles is adopted and such reduc­
tion may be conditioned upon such amendment be­
coming effective and in such event such reduction shall 
not become effective until articles of amendment shall 
have been duly filed for record as provided in Section 
36 of this Act and then only upon the filing for rec­
ord of articles of reduction with the Secretary of State 
as provided in subdivision II of this section. 

V. The stated capital of a corporation shall never 
be reduced to an amount less than $1,000.00. (Act 
Apr. 18, 1933, c. 300, §38.) 

7492-39. Bights of shareholders not assenting to 
certain corporate action. 

I. If a corporation has authorized an amendment 
which substantially changes the corporate purposes . 
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or extends the duration of the corporation, a share­
holder who did not vote in favor of or consent in writ­
ing to such corporate action may, within twenty days 
after the date upon which such amendment was au­
thorized, object thereto in writing and demand pay­
ment for his shares. 

II. If, after such a demand by a shareholder, the 
corporation and the shareholder cannot agree upon 
the fair cash value of the shares at the time such 
amendment was authorized, such value shall be de­
termined by three disinterested appraisers, one of 
whom shall be named by the shareholder, another by 
the corporation and the third by the two thus chosen. 
The determination of a majority of the appraisers in 
good faith made shall be final, and if the amount so 
determined is not paid by the corporation within 
thirty days after it is made, such amount may be re­
covered in an action by the shareholder against the 
corporation. The corporation shall not be required to 
make payment of such amount except upon transfer 
to it of the shares for which such payment was de­
manded and upon surrender of the certificate or cer­
tificates evidencing the same. 

III. A shareholder shall not be entitled to payment 
for his shares under the provisions of this section un­
less the value of the corporate assets which would re­
main after such payment would be at least equal to the 
aggregate amount of its debts and liabilities exclu­
sive of stated capital. (Act Apr. 18, 1933, c. 300, 
§39.) 

7492-40. Consolidation and merger authorized.— 
Two or more corporations, except corporations form­
ed for the purpose of carrying on the business of a 
railroad, may merge into one of the constituent corpo­
rations or consolidate into a new corporation, in ac­
cordance with the provisions of Sections 41 to 44 of 
this Act. (Act Apr. 18, 1933, c. 300, §40.) 

7492-41. Procedure of consolidation or merger. 
I. The directors, or a majority of them, of each of 

the corporations to be consolidated or merged, shall 
enter into an agreement signed by them, prescribing 
the terms and conditions of the consolidation or 
merger, the mode of carrying the same into effect, and 
stating such other facts as are applicable among 
those required or permitted by Section 3 of this Act 
to be stated in articles of incorporation, and the man­
ner and basis of converting the shares of each of the 
constituent corporations into the shares of the consoli­
dated or surviving corporation (whether into the same 
or a different number of shares of the consolidated 
or surviving corporation and whether with or with­
out par value) with such other details and provisions 
as are deemed necessary or desirable. The agreement 
shall further state the amount of stated capital with 
which the consolidated or surviving corporation will 
begin business. 

II. Said agreement shall be submitted for con­
sideration to the shareholders of record of each corpo­
ration at a meeting, notice of the time, place and ob­
ject of which shall be mailed at least two weeks be­
fore the meeting to each "shareholder of record, 
whether entitled to vote or not, at his last post-office 
address as shown by the records of the secretary of 
the corporation. At such meeting, or an adjournment 
thereof, said agreement shall be considered and a vote 
by ballot taken for the adoption or rejection of the 
same. If the votes of shareholders of each corpora­
tion holding stock in such corporation entitling them 
to exercise at least two-thirds of the voting power 
thereof, or such other proportion of the voting power, 
not less than one-half, as may be prescribed by the 
articles of incorporation, shall be for the adoption of 
said agreement, then that fact shall be certified on 
said agreement by the secretary or assistant secretary 
of each corporation. 

III. The agreement so adopted and certified shall 
be signed by the president or vice-president and secre­
tary or assistant secretary of each corporation and 

acknowledged on behalf of the corporation by such 
officers. 

IV. The agreement so adopted, certified and ac­
knowledged, shall be filed for record with the Secre­
tary of State. If the same conforms to law, he shall, 
when the fees and charges provided in subdivision V 
of this section have been paid, record the same, and 
issue a certificate of- incorporation or merger, as the 
case may be. Upon the issuance of such certificate 
of incorporation the corporate existence of the consoli­
dated corporation shall begin, and upon the issuance 
of such certificate of merger the merger shall be ef­
fective. The certificate of incorporation, or the certifi­
cate of merger, and the agreement bearing the en­
dorsement of the fact and time of delivery thereof to 
the Secretary of State, or a copy of such agreement 
certified by him, shall be filed by the Secretary of 
State for record in the office of the register of deeds 
of the counties in which the corporate parties to the 
agreement have their registered offices, for which serv­
ice and purpose there shall be paid to the Secretary of 
State like fees for himself and the registers of deeds 
as provided in Section 6 of this Act. 

V. Before the Secretary of State shall record any 
agreement of consolidation or merger, there shall be 
paid to the State Treasurer the same fees as are re­
quired on incorporation, less the aggregate amount 
of fees theretofore paid to the State Treasurer in re­
spect of the authorized shares of the constituent corpo­
rations. (Act Apr. 18, 1933, c. 300, §41.) 

7492-42. Effect of consolidation or merger.—Up­
on the issuance of the certificate of incorporation or 
merger, as provided by Section 41 of this Act: 

(a) The separate existence of the constituent cor­
porations, or of all except the one into which 
the constituent corporations have merged, as 
the case may be, shall cease, unless the agree­
ment • of consolidation or merger expressly 
provides for the continuance of the corporate 
existence and identity of one or more of the 
constituent corporations, in which case the 
corporate existence and identity thereof shall 
continue in the consolidated or surviving cor­
poration, as the case may be. 

(b) All the property, assets, rights, privileges, 
powers, franchises and immunities of each of 
said constituent corporations so consolidated 
or merged shall vest in the consolidated or 
surviving corporation, as the case may be. 

(c) All debts, liabilities and obligations of the 
constituent, corporations shall become the 
debts, liabilities and obligations of the con­
solidated or surviving corporation, as the case 
may be. (Act Apr. 18, 1933, c. 300, §42.) 

7492-43. Bights of dissenting shareholders. 
I. When a corporation has become a party to a 

consolidation or merger agreement, as hereinbefore 
provided, any shareholder of such corporation who 
has not assented thereto in writing, and who did 
not vote in favor of such consolidation or merger, 
or who did not have the right to vote thereon, may, at 
any time within twenty days after such authoriza­
tion was given, object thereto in writing and demand 
payment for his shares and have the fair cash value 
thereof determined as provided in Section 39 here­
of, the relevant provisions of which section shall be 
in all respects applicable. The liability of such cor­
poration to such dissenting shareholder for the fair 
cash value of the shares so agreed upon or awarded 
shall also be a liability of the consolidated or sur­
viving corporation, as the case may be. 

II. Those shareholders of the constituent corpo­
rations who dp not object in writing and demand 
payment for their shares pursuant to the provisions 
of subdivision I of this section shall be deemed to 
have assented to the consolidation or merger, as 
the case may be, on the terms specified in the agree­
ment of consolidation or merger. (Act Apr. 18, 1933, 
c. 300, §43.) 
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7402-44. Additional provisions relating to con­
solidation or merger. 

I. The liabilities of the constituent corporations 
or of their shareholders, directors, or officers shall 
not be affected nor shall the rights of creditors or 
of any persons dealing with such corporations be im­
paired by the consolidation or merger, and any claim 
existing or action or proceeding pending by or against 
any of such constituent corporations may be prose­
cuted to judgment as if such consolidation or merger 
ha"d not taken place, or the consolidated or surviving 
corporation may be proceeded against or substituted 
in its place. 

II. The stated capital of a consolidated or sur­
viving corporation at the time it begins business shall 
be. at least equal to the aggregate par value of the 
shares having par value to be distributed pursuant to 
the agreement of consolidation or merger, plus the 
amount of the stated capital designated by such agree­
ment in respect of shares without par value to be so 
distributed. If any shares without par value to be 
so distributed shall be entitled to a preference upon 
liquidation, the amount of stated capital in respect 
of such shares shall not be less than the aggregate 
amount to which such shares would be entitled up­
on involuntary liquidation in preference to shares 
of another class or classes, without the prior affirma­
tive vote or written consent of a majority In interest 
of all persons to whom such shares are to be dis­
tributed. 

III. If, in connection with a consolidation or mer­
ger, there be a reduction of the aggregate stated cap­
ital of the constituent corporations, no part of any 
surplus thereby created shall be distributed to the 
shareholders of the consolidated or surviving cor­
poration unless the fair value of the assets of the 
consolidated or surviving corporation remaining, aft­
er such distribution at least equals the aggregate of 
its liabilities and its stated capital. 

IV. No distribution other than of shares of stock 
of the consolidated or surviving corporation shall be 
made to the shareholders of the constituent corpo­
rations or any of them unless after such distribu­
tion the fair value of the assets of such consolidated 
or surviving corporation shall at least equal the sum 
of its liabilities and its stated capital. 

V. If any distribution is made in violation of sub­
divisions III or IV of this section, the directors and 
shareholders shall be liable to the corporation to 
the extent, in the manner and subject to the condi­
tions and limitations stated in Section 22 of this Act. 

VI. Whenever a conveyance, assignment, trans­
fer or any act, deed or instrument is necessary or 
appropriate to evidence the vesting of property or 
rights in the consolidated or surviving corporation 
the officers of the respective constituent corpora­
tions shall execute, acknowledge and deliver such 
deeds or instruments and do such acts as may be 
necessary or appropriate in the premises. For such 
purposes the existence, capacity and authority of the 
constituent corporations and their respective officers 
and directors shall be deemed to be continued not­
withstanding such consolidation or merger. (Act 
Apr. 18, 1933, c. 300, §44.) 

7402-45. Proceedings for dissolution.—A corpo­
ration may be wound up and dissolved either volun­
tarily or involuntarily. If the proceedings are vol­
untary, they may be conducted either out of court 
or subject to the supervision of the court. If invol­
untary, they shall be subject to the supervision of the 
court. (Act Apr. 18, 1933, c. 300, §45.) 

7402-46. Voluntary proceedings for dissolution. 
I. Voluntary proceedings for dissolution may be 

instituted whenever a resolution therefor is adopted 
by the holders of at least two-thirds of the voting 
power of all shareholders at a shareholders' meet­
ing duly called for that purpose. 

II. The resolution may provide that the affairs of 
the corporation shall be wound up out of court, in 

which case the resolution shall designate a trustee or 
trustees to conduct the winding up, and may provide 
a method for filling vacancies in the office of trus­
tee; but such appointment' shall not be operative 
until a certificate, setting forth the resolution and 
the manner of adoption thereof, signed and acknowl­
edged by the president or vice-president and by the 
secretary or assistant secretary, shall be filed for 
record with the Secretary of State. 

III. If a vacancy occurs in the office of trustee, 
it may be filled by resolution adopted by the holders 
of a majority of the voting power represented at a 
meeting of shareholders. Such meeting may be 
called by the remaining trustee or trustees, if any, 
and if none then in the manner provided in subdivi­
sion III of Section 24 of this Act. 

IV. Unless the resolution to dissolve otherwise 
provides, the trustee or trustees may be removed, 
with or without cause, by the holders of a majority 
of the voting power of the shareholders at a meet­
ing called for that purpose. 

V. The resolution to dissolve may provide that 
the affairs of the corporation shall be wound up un­
der the supervision of the court, in which case the 
resolution shall authorize certain directors or share­
holders to sign and present a petition to the court 
praying that the corporation be wound up and dis­
solved under the supervision of the court. 

VI. Where a corporation is being wound up and 
dissolved out of court, the trustee, or if there be 
more than one then a majority of the trustees, may 
by petition apply to the court for a receiver and to 
have the proceedings continued under the supervi­
sion of the court and thereafter the proceedings shall 
continue as if originally instituted subject to the 
supervision of the court. (Act Apr. 18, 1933, c. 300, 
§46.) . 

7492-47. Winding up out-of-court. 
I. Except as otherwise provided in the resolution 

for dissolution, the trustee or trustees appointed by 
the shareholders to conduct a winding up out of 
court shall, as speedily as practicable after his or 
their appointment has become operative as provided 
in Section 46, proceed: 

(a) To collect all sums due or owing to the cor­
poration, 

(b) To sell and convert into cash all corporate as­
sets, 

(c) To collect any amounts remaining unpaid on 
subscriptions to shares, and 

(d) To pay all debts and liabilities of the corpo­
ration according to their respective priorities. 

II. Any property remaining after discharging the 
debts and liabilities of the corporation shall be dis­
tributed by the trustee or trustees to the sharehold­
ers according to their respective rights and prefer­
ences. 

III. Nothing in this section shall interfere with a 
reorganizaiton pursuant to the provisions of Sec­
tion 54 of this Act. (Act Apr. 18, 193 3, c. 300, §47.) 

7402-48. Grounds for involuntary dissolution. 
A corporation may be dissolved by Involuntary 

proceedings in the discretion of the court when it Is 

the corporate assets are insufficient to 
pay when due all just demands for which the 
corporation is liable; or 

(b) That the objects of the corporation have whol­
ly failed or are entirely abandoned or their 
accomplishment is impracticable; or 

(c) That the. directors or those in control of the 
corporation have been guilty of fraud or mis­
management, or of abuse of authority or of 
persistent unfairness toward minority share­
holders; or 

(d) That there is internal dissension and that two 
or more factions of the shareholders in the 
corporation are so deadlocked that Its busi-

made to a 
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ness cannot longer be conducted with advan­
tage .to its shareholders: or 

(e) That the period for which the corporation was 
formed has terminated without extension. 
(Act Apr. 18, 1933, c. 300, §48.) 

7492-49. Who may institute involuntary proceed­
ings. 

I. A petition for involuntary dissolution of a cor­
poration may be filed by: 

(a) A shareholder or 
(b) A judgment creditor after return unsatis­

fied of an execution on his judgment. 
II. The commencement of a proceeding for disso­

lution out of court shall not affect the right of any 
qualified person to petition for involuntary proceed­
ings for dissolution. (Act Apr. 18, 1933, c. 300, 
§49.) 

7492-50. Appointment of receivers. 
I. Upon the filing of a petition by a corporation 

for voluntary liquidation,, or by the trustee or trus­
tees as authorized in subdivision VI of Section 46 
of this Act, the court may appoint a liquidating re­
ceiver or receivers. 

II. Upon the filing of a petition for involuntary 
dissolution, the court shall fix a time and place for 
hearing thereon and order such notice thereof to be 
given as it may deem proper. At the time and 
place so fixed the court shall hear the evidence of 
all parties interested and, if any ground specified in 
the complaint is sustained, may in its discretion ap­
point a liquidating receiver or receivers. 

III. Upon the filing of any such petition, the court 
shall have the ordinary powers of a court of equity 
to appoint a temporary receiver or receivers. (Act 
Apr. 18, 1933, c. 300, §50.) 

7492-51. Duties and powers of trustees and re­
ceivers. 

I. The receiver or receivers, appointed as provid­
ed in Section 50 of this Act shall, after giving such 
bond as the court may require for the faithful per­
formance of his or their duties, proceed with the 
liquidation of the affairs o£ the corporation in such 
manner as the court shall direct. 

II. Trustees or receivers in dissolution proceed­
ings shall have full authority to enforce within or 
without the State any and all causes of action which 
the creditors or shareholders or any class thereof 
may have against officers, directors, shareholders or 
any one else, and to enforce, defend, compromise, 
compound and settle claims in favor of or against 
the corporation upon such terms as they shall deem 
best; but if the proceeding is subject to the super­
vision of the court, no such compromise, composi­
tion or settlement shall be valid unless approved by 
the court. 

III. Such trustees or receivers may call meetings 
of the shareholders in the manner the directors 
might have done, or, if the proceeding is subject to 
the supervision of the court, in such manner as the 
court may direct. (Act Apr. 18, 1933, c. 300, §51.) 

7402-52. Effect of dissolution proceedings.—Upon 
adoption of a resolution for dissolution, or upon a 
finding by the court of the existence of grounds for 
involuntary dissolution, the authority and duties of 
the directors and officers of the corporation shall 
cease, except insofar as may be necessary to pre­
serve the corporate assets, or insofar as they may 
be continued by the trustee or receiver, or as may be 
necessary for the calling of meetings of the share­
holders. (Act Apr. 18, 1933, c. 300, §52.) 

7492-53. Claims against corporations in dissolu­
tion subject to court supervision. 

I. In a proceeding for dissolution subject to court 
supervision, the court shall make an order limiting 
the time for creditors to present claims against the 
corporation, and fixing the time and place of hear­
ing thereon. 

II. The time so limited shall not be more than 
one year nor less than six months, unless it shall 

appear by affidavit that there are no claims, in which 
case the limitation may be three months. For cause 
shown, and upon notice to the receiver or receivers, 
the court in its discretion may receive, hear and al­
low a claim filed within eighteen months after the 
day on which the order to present claims was en­
tered if an order of dissolution shall not have been 
entered before such claim is filed. 

III. Three weeks published notice of such order 
to present claims shall b.e given, and a copy thereof 
shall be mailed to each creditor §hown by the books 
of the corporation or known to the receiver at the 
address of such creditor appearing on such books or 
known to the receiver. 

IV. All claims, whether due, not due, or contin­
gent, which are not presented within the time fixed 
by the court shall be forever barred from participa­
tion in any assets of such corporation at any time in 
the possession or under the control of the receiver 
or receivers, whether or not distributed to creditors 
or shareholders; provided that contingent claims 
which do not become absolute and capable of liquida­
tion before the order of dissolution, need not be so 
presented or allowed. 

V. Claims presented shall be itemized, and show 
the security, if any, held therefor, and be verified by 
an affidavit of the claimant or his agent or attorney 
showing the balance due, that no payments have been 
made thereon that are not credited, and that there 
are no offsets thereto known to the affiant. 

VI. Any claim may be pleaded as an offset or coun­
terclaim in any action brought against the claim­
ant by the receiver or receivers, except in an action 
for the balance due upon a subscription for or con­
tract to purchase shares. 

VII. If a claim presented be contingent or not due, 
the particulars thereof shall be stated. If contin­
gent claims are presented, the court may require such 
provision to be made as it may deem adequate for 
payment thereof if and when due, and no distribu­
tion to shareholders shall be made until such order 
shall have been made and complied with. (Act Apr. 
18, 1933, c. 300, §53.) 

7492-54. Compromise arrangements; reorganiza­
tions; approval and effeet. 

I. When a compromise or arrangement is proposed 
between a corporation and its creditors or any class 
of them, or between the corporation and its share­
holders or any class of them, or between the corpo­
ration and both creditors and shareholders or any 
class or classes of them, the court may, upon the ap­
plication of the corporation or of a liquidating trus­
tee or receiver thereof, order a meeting of the cred­
itors or class of creditors, or of the shareholders or 
class of shareholders, as the case may be, to be called 
in such manner as the court may direct. 

II. If the majority in number representing three-
fourths in value of the -creditors or class of cred­
itors, or if the shareholders or class of shareholders 
holding three-fourths of the voting power of all 
shareholders or of the class of shareholders, as the 
case may be, agree to any compromise or arrange­
ment or to a reorganization of the corporation as a 
consequence of such compromise or arrangement, the 
said compromise or arrangement and the said reor­
ganization shall, if sanctioned by the court, be bind­
ing on all the creditors or class of creditors, and on 
all the shareholders or class of shareholders, as the 
case may be, and also on the corporation and its liq­
uidating trustee or receiver, if any. 

III. If the articles of incorporation so provide, the 
corporation shall not be subject to the provisions of 
this section. (Act Apr. 18, 1933, c. 300, §54.) 

7492-55. Order or certificate of dissolution; filing; 
omitted assets. 

I. When a corporation has been completely wound 
up, the court, if the proceeding is subject to the su­
pervision of the court, shall make an order adjudg­
ing the corporation to be dissolved; and if the pro-
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ceeding is out of court, the trustee or trustees shall 
sign and acknowledge a certificate stating that the 
corporation has been completely wound up and is 
dissolved. 

II. The order or certificate of dissolution shall be 
filed for record with the Secretary of State and there­
upon the corporate existence shall terminate. 

III. The title to any assets omitted from the wind­
ing up shall vest in the trustee or trustees, or re­
ceiver or receivers, for the benefit of the persons en­
titled thereto and shall be administered and dis­
tributed accordingly. (Act Apr. 18, 1933, c. 300, 
§55.) 

7492-56. Action to terminate corporate existence. 
I. Whenever the public interest may require, the 

attorney general may bring an action against a cor­
poration to terminate its corporate existence upon 
the ground that: 

(a) The corporate franchise was procured through 
fraud practiced upon the state; or 

(b) The corporation should not have been formed 
under this Act; or 

(c) The corporation was formed without a sub­
stantial compliance with the conditions pre­
scribed by this Act as precedent or essential 
to incorporation; or 

(d) The corporation has offended against any pro­
vision of the statutes regulating corporations 
or has abused or usurped corporate privileges 
or powers; or 

(e) The corporation has knowingly and persist­
ently violated any provision of law; or 

(f) The corporation has done or omitted any act 
which amounts to a surrender of its corpo­
rate franchise, has failed to exercise or has 
discontinued its corporate privileges, or has 
abandoned the corporate enterprise. 

II. If the ground for the action is an act which 
the corporation has done or omitted to do, and cor­
rection can be made by amendment to its articles, or 
otherwise, then such action shall not be instituted 
unless the Attorney General shall give the corpora­
tion written notice of the act done or omitted to be 
done, and the corporation shall fail to institute pro­
ceedings to correct the same within thirty days there­
after. 

III. If the court adjudges that the existence of the 
corporation be terminated, it may appoint a receiv­
er of the corporation's property and make distribu­
tion thereof among its creditors and shareholders. 
The Attorney General shall cause a copy of the judg­
ment terminating the corporate existence to be filed 
for record with the Secretary of State and in the of­
fice of the register of deeds of the county in which 
the registered office of the corporation was located. 
(Act Apr. 18, 1933, c. 300, §56.) 

7492-57. Monopolies and restraint of trade.— 
Nothing in this Act shall be construed to authorize a 
corporation to do any act in violation of the com­
mon law or the statutes of this State or of the Unit­
ed States with respect to monopolies and illegal re­
straint of trade. (Act Apr. 18, 1933, c. 300, §57.) 

7492-58. Constitutionality.—The invalidity of any 
part of this Act shall not affect the validity of any 
other part thereof which can be given effect without 
such invalid part. (Act Apr. 18, 1933, c. 300, §58.) 

7492-59. Name of Act.—This Act may be cited as 
the Minnesota Business Corporation Act. (Act Apr. 
18, 1933, c. 300, §59.) 

7492-60. Reservation of right to alter, amend or 
repeal.—The State hereby fully reserves the right to 
alter, amend or repeal the several provisions of this 
Act and all corporations formed or coming under this 
Act are subject to such reserved right. ' (Act Apr. 
18, 1933, c. 300, §60.) 

7492-61. Application of this Act to existing corpo­
rations; election not to come under its provisions; 
acceptance notwithstanding such election. 

I. This Act shall not apply to corporations in ex­
istence at the time it takes effect; but every such 
corporation formed under the laws of Minnesota, if 
formed for a purpose or purposes for which a cor­
poration might be formed under this Act, may ac­
cept and come under this Act, and every such cor­
poration shall be conclusively presumed to have ac­
cepted and come under this Act unless, within the 
year after this Act takes effect, the corporation shall 
signify its election not to accept or be bound by the 
provisions of this Act. 

II. Such election shall be effective only if made by 
resolution of the stockholders adopted by a major­
ity vote of all stockholders then entitled to vote and 
voting at an annual meeting or at a special meeting 
duly called for that purpose, and if a copy of the 
resolution, certified by the president or vice-presi­
dent, and the secretary or assistant secretary, shall 
be filed with the Secretary of State and if a copy 
thereof, duly certified by the Secretary of State, 
shall be filed for record in the office of the register 
of deeds of the county in which the corporation's 
principal place of business is located, together with 
the payment of $5.00 to the Secretary of State as a 
filing fee and of the lawful recording fee to the 
register of deeds; all within the one year period in 
subdivision I of this section provided. 

III. Whether or not a corporation eligible to ac­
cept the provisions of this Act has elected not to ac­
cept, under subdivision II of this section, it may, at 
any time within said one year period, accept and 
come under the provisions of this Act by resolution 
adopted, certified, and filed, with the payment of 
fees, in the same manner as in subdivision II of this 
section provided for election not to accept. 

IV. The Secretary of State, upon the payment of 
the $5.00 as a filing fee, shall record each resolution 
of election not to accept and each resolution of ac­
ceptance filed within the said one year period, if the 
same conforms to the requirements of this section. 

V. Upon acceptance of the provisions of this Act, 
whether by resolution as in subdivision III of this 
section provided or by failure within the one year 
period to elect not to accept, all provisions of this 
Act shall apply to all accepting corporations as fully 
as though such corporations had been formed here­
under, except as hereinafter in this section other­
wise provided. 

VI. The principal place of business of the accept­
ing corporation shall become its registered office. If 
its certificate of incorporation or any amendment 
thereof does not contain a statement of the location 
and post-office address of such principal place of 
business, the accepting corporation shall, upon com­
ing under this Act, file for record with the Secre­
tary ^of State a certificate stating the location and 
post-office address of its registered office. 

VII. The stated capital of the accepting corpora­
tion shall be a sum equal to the aggregate of the 
following amounts: 

(a) The aggregate par value of all shares having 
par value outstanding at the time it comes 
under this Act. 

,(b) The aggregate consideration received by the 
corporation for all shares without par value 
issued by it prior to the time it comes under 
this Act, less such part of such consideration 
as has been received as paid-in surplus, and 
less the aggregate purchase price of all its 
shares without par value repurchased by the 
corporation prior to the time this Act becomes 
effective. 

VIII. The surplus of the accepting corporation at 
the time it comes under this Act, shall be determined 
as provided by subdivision I of section 21 of this Act; 
but the whole of such surplus shall be deemed earned 
surplus. 

IX. The duration of the accepting corporation 
shall not be in anywise altered by its coming under 
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this Act. Any extension of its duration for a fur­
ther definite time or perpetually shall be by amend­
ment of its articles of incorporation made at any 
meeting of the shareholders, provided notice of pro­
posal to amend, stating the nature of such proposal, 
shall have been mailed to all shareholders whether 
entitled to vote thereon or not, at least ten days prior 
to such meeting, if such proposal be adopted by the 
vote of the holders of two-thirds of the voting pow­
er of all shareholders entitled under the articles to 
vote. A shareholder who did not vote in favor of or 
consent in writing to such amendment whether en­
titled to vote thereon or not, shall have the rights 
and remedies provided by Section 39 of this Act. 
The provisions of Section 36, subdivision IV of this 
Act shall apply to amendments under this subdivi­
sion. 

X. All provisions of the certificate of incorpora­
tion of an accepting corporation which might law­
fully be included in articles of incorporation under 
the provisions of this Act shall remain in full force, 
notwithstanding such provisions would not be re­
quired by this Act to be included in articles of in­
corporation. Any provision of the certificate of in­
corporation which might not lawfully be included in 
articles of incorporation under this Act shall, when 
the corporation comes under this Act, cease to be 
effective for any purpose. (Act Apr. 18, 1933, c. 
300, §61.) 

7492-62. Laws not to apply to corporations forjned 
or coming under this Act; laws amended. 

I. The provisions of Mason's Minnesota Statutes 
of 1927, Sections 7453, 7454, 7457-12, 7457-13, 
7457-14, 7457-15, 7457-16, 7457-17, 7457-18, 7458, 
7459, 7460, 7461, 7462, 7464, 7465, 7466, 7467, 7468, 
7469, 7470, 7470-1, 7470-2, 7470-3, 7470-5, 7470-6, 
7470-7, 7470-8, 7470-9, 7470-10, 7470-11, 7471, 
7472, 7477, 7478, 7479, 7480, 7481, 7483, 7484, 
7489, 7491, 7776, 7778, 8015, 8016, 8017, 8019. 
8022, 8023, 8024, 8025, 8026, 8027, 8028, 8029, 
8030, 8031, as amended, shall not apply to corpora­
tions formed under this Act; nor shall they apply 
to any existing corporation after it comes under this 
Act in accordance with the provisions of section 61 
of this Act. (Act Apr. 18, 1933, c. 300, §62, I.) 

Sec. 62(11) amends §7443, ante. 
Sec. 62(111) amends §7447-1, ante. 
Sec. 62(IV) amends §7455, ante. 
Sec. 62 (V) amends §7463, ante. 
Sec. 63 repeals §§7435, 7440, 7775, 7777, ante. 
Sec. 64 provides that the act shall take effect from 

its passage. 

UNIFORM STOCK TRANSFER ACT 
7492-71. How title to certificates and shares may 

be transferred.—Title to a certificate and to the 
shares represented thereby can be transferred only, 

(a) By delivery of the certificate indorsed either 
in blank or to a specified person by the person 
appearing by the certificate to be the owner of 
the shares represented thereby, or 

(b) By delivery of the certificate and a separate 
document containing a written assignment of 
the certificate or a power of attorney to sell, 
assign, or transfer the same or the shares repre­
sented thereby, signed by the person appearing 
by the certificate to be the owner of the shares 
represented thereby. Such assignment or 
power of attorney may be either in blank or to 
a specified person. 

The provisions of this section shall be applicable 
although the charter of articles of incorporation or 
code of regulations or by-laws of the corporation issu­
ing the certificate and the certificate itself, provide 
that the shares represented thereby shall be trans­
ferable only on the books of the corporation or shall 
be registered by a registrar or transferred by a trans­
fer agent. (Act Apr. 20, 1933, c. 331, §1.) 

7492-72. Powers of those lacking full legal capacity 
and of. fiduciaries not enlarged.—Nothing in this act 

shall be construed as enlarging the powers of an in­
fant or other person lacking full legal capacity, or of 
a trustee, executor or administrator, or other fidu­
ciary, to make a valid indorsement, assignment or 
power of attorney. (Act Apr. 20, 1933, c. 331, §2.) 

7492-73. Corporation not forbidden to t reat regis­
tered holder as owner.—Nothing in this act shall be 
construed as forbidding a corporation, 

(a) To recognize the exclusive right of a person 
registered on its books as the owner of shares 
to receive dividends, and to vote as such owner, 
or 

(b) To hold liable for calls and assessments a per­
son registered on its books as the owner of 
shares. (Act Apr. 20, 1933, c. 331, §3.) 

7492-74. Title derived from certificate extinguishes 
title derived from a separate document.—The title of 
a transferee of a certificate under a power of attorney 
or assignment not written upon the certificate, and 
the title of any person claiming under such trans­
feree, shall cease and determine if, at any time 
prior to the surrender of the certificate to the cor­
poration issuing it, another person, for value in good 
faith, and without notice of the prior transfer, shall 
purchase and obtain delivery of such certificate with 
the indorsement of the person appearing by the cer­
tificate to be the owner thereof, or shall purchase 
and obtain delivery of such certificate and the writ­
ten assignment or power of attorney of such person, 
though contained in a separate document. (Act Apr. 
20, 1933, c. 331, §4.) 

7492-75. Who may deliver a certificate.—The de­
livery of a certificate to transfer title in accordance 
with the provisions of Section 1, is effectual, except 
as provided in Section 7, though made by one hav­
ing no right of possession and having no authority 
from the owner of the certificate or from the person 
purporting to transfer the title. (Act Apr. 20, 1933, 
c. 331, §5.) 

7492-76. Indorsement effectual in spite of fraud, 
duress, mistake, revocation, death, incapacity or lack 
of consideration or authority.—The indorsement of a 
certificate by the person appearing by the certificate 
to be the owner of the shares represented thereby 
is effectual, except as provided in Section 7, though 
the indorser or transferor, 

(a) was induced by fraud, duress or mistake, to 
make the indorsement or delivery, or 

(b) has revoked the delivery of the certificate, or 
the authority given by the indorsement or de­
livery of the certificate, or 
has died or become legally incapacitated after 
the indorsement, whether before or after the 
delivery of the certificate, or 
has received no consideration. (Act Apr. 
20, 1933, e. 331, §6.) 

7492-77. Rescission of transfer.—If the indorse­
ment or delivery of a certificate, 

(a) was procured by fraud or duress, or 
(b) was made under such mistake as to make the 

indorsement or delivery inequitable; or 
If the delivery of a certificate was made 
without authority from the owner, or 
after the owner's death or legal Incapacity, the 
possession of the certificate may be reclaimed 
and the transfer thereof rescinded, unless: 

The certificate has been transferred to a pur­
chaser for value in good faith without notice of any 
facts making the transfer wrongful, or 

(2) The injured person has elected to waive the 
injury, or has been guilty or laches in endeavoring 
to enforce his rights. 

Any court of appropriate jurisdiction may enforce 
specifically • such right to reclaim the possession of 
the certificate or to rescind the transfer thereof and, 
pending litigation, may enjoin the further transfer 
of the certificate or impound it. (Act Apr. 20, 1933, 
c. 331, §7.) 

(c) 

(d ) 

(c) 
(d) 

( 1 ) 
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7492-78. Rescission of transfer of certificate does 
not invalidate subsequent transfer by transferee in 
possession.—Although the transfer of a certificate or 
of shares represented thereby has been rescinded or 
set aside, nevertheless, if the transferee has posses­
sion of the certificate or of a new certificate repre­
senting part or the whole of the same shares of stock, 
a subsequent transfer of such certificate by the trans­
feree, mediately or immediately, to a purchaser for 
value in good faith, without notice of any facts mak­
ing the transfer wrongful, shall give such purchaser 
an indefeasible right to the certificate and the shares 
represented thereby. (Act Apr. 20, 1933, c. 331, §8.) 

7492-79. Delivery of unindorsed certificate imposes 
obligation to indorse.—The delivery of a certificate 
by the person appearing by the certificate to be the 
owner thereof without the indorsement requisite for 
the transfer of the certificate and the shares repre­
sented thereby, but with intent to transfer such cer­
tificate or shares, shall impose an obligation, in the 
absence of an agreement to the contrary, upon the 
person so delivering, to complete the transfer by 
making the necessary indorsement. The transfer 
shall take effect as of the time when the indorsement 
is actually made. This obligation may be specifically 
enforced. (Act Apr. 20, 1933, c. 331, §9.) 

7492-80. Ineffectual attempt to transfer amounts to 
a promise to transfer.—An attempted transfer of title 
to a certificate or to the shares represented thereby 
without delivery of the certificate shall have the ef­
fect of a promise to transfer and the obligation, if 
any, imposed by such promise shall be determined by 
the law governing the formation and performance of 
contracts. (Act Apr. 20, 1933, c. 331, §10.) 

7492-81. Warranties on sale of certificate.—A per­
son who for value transfers a certificate, including 
one who assigns for value a claim secured by a cer­
tificate, unless a contrary intention appears, warrants 

(a) That the certificate is genuine. 
(b) That he has a legal right to transfer it, and 
(c) That he has no knowledge of any fact which 

would impair the validity of the certificate. 
In the case of an assignment of a claim secured 

by a certificate, the liability of the assignor vipon 
such warranty shall not exceed the amount of the 
claim. (Act Apr. 20, 1933, c. 331, §11.) 

7492-82. No warranty implied from accepting pay­
ment of a debt.—A mortgagee, pledgee, or other 
holder for security of a certificate who in good faith 
demands or receives payment of the debt for which 
such certificate is security, whether from a party to 
a draft drawn for such debt, or from any other per­
son, shall not by so doing be deemed to represent or 
to warrant the genuineness of such certificate, or the 
value of the shares represented thereby. (Act Apr. 
20, 1933, c. 331, §12.) 

7492-83. No attachment or levy upon shares unless 
certificate surrender or transfer enjoined.—No attach­
ment or levy upon shares of stock for which a cer­
tificate is outstanding shall be valid until such cer­
tificate be actually seized by the officer making the 
attachment or levy, or be surrendered to the corpora­
tion which issued it, or its transfer by the holder be 
enjoined. Except where a certificate is lost or de­
stroyed, such corporation shall not be compelled to 
issue a new certificate for the stock until the old cer­
tificate is surrendered to it. (Act Apr. 20, 1933, c. 
331, §13.) 

7492-84. Creditor's remedies to reach certificate.— 
A creditor whose debtor is the owner of a certificate 
shall be entitled to such aid from courts of appro­
priate jurisdiction, by injunction and otherwise, in 
attaching such certificate or in satisfying the- claim 
by means thereof as is allowed at law or in equity, 
in regard to property which cannot readily be attached 
or levied upon by ordinary legal process. (Act Apr. 
20, 1933, c. 331, §14.) 

7492-85. There shall be no lien or restriction un­
less indicated on certificate.—There shall be no lien 
in favor of a corporation upon the shares represented 
by a certificate issued by such corporation and there 
shall be no restriction upon the transfer of shares so 
represented by virtue of any by-laws of such cor­
poration, or otherwise, unless the right of the cor­
poration to such lien or the restriction is stated upon 
the certificate. (Act Apr. 20, 1933, c. 331, §15.) 

7492-86. Alteration of certificate does not divest 
title to shares.—The alteration of a certificate, 
whether fraudulent or not and by whomsoever made, 
shall not deprive the owner of his title to the certif­
icate and the shares originally represented thereby, 
and the transfer of such a certificate shall convey to 
the transferee a good title to such certificate and to 
the shares originally represented thereby. (Act Apr. 
20, 1933, c. 331, §16.) 

7492-87. Lost or destroyed certificate.—Where a 
certificate has been lost or destroyed, a court of 
competent jurisdiction may order the issue of a new 
certificate therefor on service of process upon the 
corporation and on reasonable notice by publication, 
and in any other way which the court may direct, 
to all persons interested, and upon satisfactory proof 
of such loss or destruction and upon the giving of a 
bond with sufficient surety to be approved by the court 
to protect the corporation or any person injured by 
the issue of the new certificate from any liability or 
expense, which it or they may incur by reason of the 
original certificate remaining outstanding. The court 
may also in its .discretion order the payment of the 
corporation's reasonable costs and counsel fees. 

The issue of a new certificate under an order of 
the court as provided in this section, shall not re­
lieve the corporation from liability in damages to a 
person to whom the original certificate has been or 
shall be transferred for value without notice of the 
proceedings or of the issuance of the new certificate. 
(Act Apr. 20, 1933, c. 331, §17.) 

7492-88. Rule for cases not provided for by this 
Act.—In any case not provided for by this act, the 
rules of law and equity including the law merchant, 
and in particular the rules relating to the law of prin­
cipal and agent, executors, administrators and trus­
tees, and to the effect of fraud, misrepresentation, 
duress or coercion, mistake, bankruptcy, or other in­
validating cause, shall govern. (Act Apr. 20, 1933, 
c. 331, §18.) 

7492-89. Interpretation shall give effect to purpose 
of uniformity.—-This act shall be so interpreted and 
construed as to effectuate its general purpose to make 
uniform the law of those States which enact it. (Act 
Apr. 20, 1933, c. 331, §19.) 

7492-90. Definition of indorsement.—A certificate 
is indorsed when an assignment or a power of at­
torney to sell, assign, or transfer the certificate or 
the shares represented thereby is written on the cer­
tificate and signed by the person appearing by the 
certificate to be the owner of the shares represented 
thereby, or when the signature of such person is writ­
ten without more upon the back of the certificate. In 
any of such cases a certificate is indorsed though it 
has not been delivered. (Act Apr. 20, 1933, c. 331, 
§20.) 

7492-91. Definition of person appearing to be the 
owner of certificate.—The person to whom a certifi­
cate was originally issued is the person appearing by 
the certificate to be the owner thereof, and • of the 
shares represented thereby, until and unless he in­
dorses the certificate to another specified person, and 
thereupon such other specified person is the person 
appearing by the certificate to be the owner thereof 
until and unless he also indorses the certificate to 
another specified person. Subsequent special indorse­
ments may be made with like effect. (Act Apr. 20, 
1933, c. 331, §21.) 
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7492-92 . O t h e r def in i t ions .— (1 ) In th i s act , un less 
t he context or subjec t m a t t e r o the rwi se r e q u i r e s — 

"Cer t i f ica te" m e a n s a cert if icate of s tock in a cor­
po ra t ion organized u n d e r t he laws of t h i s s t a t e or of 
a n o t h e r s t a t e whose laws a r e cons is ten t w i t h th i s ac t . 

"De l ive ry" m e a n s vo lun t a ry t r a n s f e r of possession 
from one person to a n o t h e r . 

" P e r s o n " includes a co rpora t ion or p a r t n e r s h i p or 
two or more persons hav ing a j o in t or c o m m o n in­
te res t . 

To " p u r c h a s e " includes to t a k e as m o r t g a g e e or as 
p ledgee. 

" P u r c h a s e r " inc ludes m o r t g a g e e a n d pledgee. 
" S h a r e s " m e a n s a s h a r e or sha res of s tock in a cor­

po ra t i on organized u n d e r t h e laws of th i s s t a t e or of 
a n o t h e r s t a t e whose laws a r e cons is ten t w i th th i s act . 

" S t a t e " inc ludes s t a t e , t e r r i t o ry , d i s t r i c t a n d in­
s u l a r possession of t he Uni ted S ta tes . 

" T r a n s f e r " means t r ans f e r of legal t i t le . 
" T i t l e " m e a n s legal t i t l e and does n o t inc lude a 

mere ly equ i t ab le or beneficial owner sh ip or in te res t . 
" V a l u e " is any cons idera t ion sufficient to suppo r t a 

s imple cont rac t . An an t eceden t or pre-exis t ing obli­
ga t ion , w h e t h e r for money or not , cons t i tu t e s va lue 
whe re a certificate is t a k e n e i t he r in sa t i s fac t ion 
thereof or as secur i ty the re for . 

( 2 ) A t h i n g is done " i n good f a i t h " wi th in t h e 
m e a n i n g of th i s act , w h e n i t is in fact done honest ly , 
w h e t h e r it be done neg l igen t ly or not . (Act Apr . 
20, 1933, c. 3 3 1 , §22.) 

7492 -93 . Act does n o t app ly t o ex is t ing cert if icates. 
— T h e provis ions of t h i s ac t apply only to cert if icates 
issued af ter t he t a k i n g effect of th is act . (Act Apr . 
20, 1933 , c. 3 3 1 , §23.) 

7492-94 . Incons i s t en t l eg i s la t ion repealed1 .—All 
ac t s or p a r t s of ac t s incons i s ten t w i th th i s ac t a r e 
hereby repealed . (Act Apr. 20, 1933 , c. 3 3 1 , §24.) 

7492-95 . T ime w h e n t h e ac t t a k e s effect .—This ac t 
shal l t a k e effect on t h e first day of Ju ly , one t h o u ­
sand n ine h u n d r e d a n d t h i r t y - t h r e e . (Act Apr . 20 , 
1933 , c. 3 3 1 , §25.) 

7492-96 . N a m e of a c t .—Thi s Act may be ci ted a s 
t h e Uniform Stock Trans fe r Act . (Act Apr. 20, 1933 , 
c. 331 , §26.) 

F O R E I G N CORPORATIONS 

7 4 9 3 . A g e n t — C h a n g e — P r o c e s s . 
Requirement tha t foreign corporation doing business 

in the s ta te shall submit to the jurisdiction of its courts 
is not an unreasonable burden on inters ta te commerce. 
171M87. 314NW12. 

A foreign corporation is doing business in the s ta te 
when its business is such in character and extent as to 
w a r r a n t the inference tha t it has subjected itself to the 
jurisdiction and laws of the state. 171M87, 214NW12. 

The established policy in this s ta te permits the suing 
of t ransi tory actions aga ins t foreign corporations, re­
gardless of where the cause of action arose, if they may 
be reached by process. 171M87, 214NW12. 

Service upon a foreign railroad company doing busi­
ness in the s ta te must be had in the manner provided 
by s ta tute . 176M415, 223NW674. 

This section held without application in an action by 
stockholders of a foreign corporation which has for­
feited its char ter for the appointment of a receiver and 
the marshal ing of assets and distr ibution thereof. Lind 
v. J., 183M239, 236NW317. See Dun. Dig. 2187. 

Foreign corporation in purchasing hay held to be do­
ing business in the s tate . Massee v. C, 184M196, 238NW 
327. See Dun. Dig. 2187(58). 

One purchasing hay for a foreign corporation for 
years held an agent upon whom service of summons 
could be had. Massee v. C, 184M196, 238NW327. See 
Dun. Dig. 7814(98). 

On motion to set aside service of summons, burden 
of showing that defendant was not present in Minne­
sota so as to be subject to service of process was upon 
the defendant. Massee v. C, 184M196, 238NW327. 

Numerous unequivocal documents showing tha t busi­
ness was tha t of corporation held to control against tes­
timony of president tha t he was but t ransac t ing his 
personal business in name of corporation. E. C. Vogt, 
Inc. v. G., 185M442. 242NW338. See Dun. Dig. 1730a, 
3204b. 

Purchase and management of several rent producing 
pieces of real estate constituted "transact ion of busi­
ness," in state. E. C. Vogt, Inc. v. G.. 185M442, 242NW 
338. See Dun. Dig. 2187. 

List ing of name of foreign corporation in telephone 
book does not in and of itself, consti tute doing busi­
ness within the s tate . Op. Atty. Gen., July 10, 1929. 

7494 . Licenses requi red)—Etc . 
Lind v. J., 183M239, 236NW317; note under §7493. 
7 4 9 5 . P e n a l t i e s — E x c e p t i o n s . 
Contract of foreign corporation to give advert is ing 

service, held interstate , and corporation was entit led 
to sue thereon without compliance with s ta tute . 179M 
457, 229NW580. 

PUBLIC SERVICE CORPORATIONS IN G E N E R A L 

7501-11 . Sa le a n d lease of a i r r i g h t s . — T h a t be­
fore any a i r r i g h t s over or affecting t he p rope r ty or 
ea semen t s of any ra i lway company or o t h e r p u b ­
lic u t i l i ty company a r e leased, sold, acqu i red or used , 
appl ica t ion shal l be m a d e to t h e Boa rd of Ra i l road 
a n d W a r e h o u s e Commiss ioners for pe rmiss ion t o ac ­
qui re or use such r igh t s a n d the said Board of Ra i l ­
road and Warehouse- Commiss ioners • is he reby au ­
thor ized to h e a r said appl ica t ion a n d to d e t e r m i n e 
w h e t h e r or no t such permiss ion sha l l be g r an t ed . 
Prov ided , however , t h a t in all cases w h e r e said a i r 
r i g h t s a r e wi th in t he c o r p o r a t e l imi ts of c i t ies of t h e 
first class , said r i gh t s shal l only be acqu i red , held or 
used wi th t h e consent of t h e common council or o th ­
er gove rn ing body of such city. (Act Apr . 21 , 1 9 3 1 , 
c. 300.) 

RAILROAD CORPORATIONS 

7502 . R i g h t of way over s t a t e l a n d s . 
Railroad tak ing possession of land for spur t racks and 

stat ion grounds under this section, held to have ac­
quired an equitable t i t le as against a subsequent pur­
chaser from the state, though the patent to the railroad 
company misdescribed the land. 179M110, 228NW548. 

7 5 0 3 . P l a t — P a y m e n t — C o n v e y a n c e — R e s e r v a t i o n 
of m i n e r a l s — N e w r i g h t of way. 

Railroad t ak ing possession of land for spur t racks and 
stat ion grounds under this section held to have ac­
quired an equitable tit le as agains t a subsequent pur­
chaser from the state, though the patent to the railroad 
company misdescribed the land. 179M110, 228NW548. 

7513 . Mor tgages a n d deeds of t r u s t . 
One holding claim upon which a tor t action has been 

commenced agains t a receiver of a rai lway company, is 
not entitled to share ahead of the mortgage lien-holders 
in the residue remaining from a sale of the railway 
property. 177M584, 225NW919. 

7517 . Reco rd—Not i ce . 
Gen. St. 1878, c. 34, §§71-73, held not to render the 

record of a railroad mortgage applicable to af ter-ac­
quired property. 33P(2d)512. 

7524. Connect ion w i t h o t h e r r o a d s . 
There was no author i ty and no public necessity for 

the condemnation of an easement for an electric pow­
er line through Jay Cooke State Park . 177M343, 225 
NW164. 

7535 . R i g h t of e m i n e n t d o m a i n i n c e r t a i n cases . 
There was no authori ty and no public necessity for 

the condemnation of an easement for an electric power 
line through Jay Cooke State Park . 177M343, 225NW164. 

7536 . Use of publ ic r o a d s — R e s t r i c t i o n . 
Movement of grain separator over highway, held 

"ordinary travel," and whether power company was 
negligent in permit t ing sagging wire and whether plain­
tiff, a farmer, was guilty of contr ibutory negligence in 
a t tempt ing to raise the wire to permit the passage of 
the separator, held questions for the jury. In ters ta te 
Power Co. v. T., (CCA8), 51P(2d)964. 

Compliance with this section by power company does 
not as mat ter of law absolve it from negligence. 179M 
46, 228NW342. 

One using high tension wires in transmission of elec­
tric power must exercise ordinary care to prevent in­
jury to others ; and this means diligence commensu­
ra te with dangers reasonably to be apprehended. Fa r i ­
bault v. N., 247NW680. See Dun. Dig. 2996(29). 

If one maintains high tension wires in such manner 
tha t in exercise of reasonable care he should antici­
pate injury is likely to result to another, he is liable 
though he could not have anticipated part icular injury 
which did occur. Id. See Dun. Dig. 2996. 

Whether power company was negligent as to house 
mover who came into contact with live electric wire held 
for jury. Id. 

Section does not prevent finding of actual negligence 
in power company where house mover was killed by 
coming in contact with overhead wire. Id. 

550 



CH. 58—CORPORATIONS §7651 

It is the uncompensated duty of a telephone company 
to properly trim trees which interfere with its wires, and 
city should not undertake this w"ork at its own ex­
pense. Op. Atty. Gen., Feb. 24, 1931. 

A reservation by dedicator of streets of exclusive right 
to lay and operate mains, wires, poles, and pipes, is void 
and of no effect. Op. Atty. Gen., Nov. 21, 1931. 

County is under no obligation to pay telephone com­
pany for temporarily removing' pole line from right of 
way of county road under construction. Op. Atty. Gen., 
July 26, 1932. 

Reservation in deed of street of exclusive right to use 
for waterworks system is absolutely void. Op. Atty. 
Gen., Aug. 22, 1933. 

TELEGRAPH AND TELEPHONE COMPANIES 
7548. Liability for damages. 
Interstate business of telegraph and telephone compa­

nies comes under the federal law regulating commerce. 
(Mason's Code, Title 49, chap. 1.) 173M424, 217NW486. 

BOOM COMPANIES 
7552. Corporations for driving logs, etc. 
Canadian corporation floating logs on Pigeon river, 

forming international boundary, held engaged in for­
eign commerce, and Minnesota corporation cannot charge 
toll for movement of such logs, though it had con­
structed works on the Minnesota side of the river un­
der statute authorization. Pigeon River I., S. & B. Co. 
v. Charles W. Cox, Ltd., (CCA8), 63P(2d)667. 

CEMETERY ASSOCIATIONS 
7557. Existing and new cemeteries, how governed. 
Laws 1931, c. 46, legalizes incorporations under G. S. 

1894, title 2, c. 34. 
A body lawfully buried cannot be disinterred and re­

moved without the consent of the persons entitled to the 
possession thereof. Op. Atty. Gen., July 17, 1931. 

7558. Cemetery associations.—A corporation or as­
sociation may be formed for the purpose of procuring 
and holding or selling lands or lots exclusively for the 
purpose of public cemetery and such corporation may 
acquire and manage all real and personal property 
necessary or proper for the establishment, embellish­
ment, care and management of a cemetery and may 
construct and operate thereon a crematory and other 
proper means of disposing of the dead. It may also 
sell and convey cemetery lots or sell and convey real 
or personal property lawfully acquired by such asso­
ciation or corporation but not needed for cemetery 
purposes. Such corporation may be formed by three 
or more persons who shall execute and verify the cer­
tificate or articles of Incorporation as required in the 
matter of the formation of other corporations under 
the provisions of this chapter. Such certificate of in­
corporation shall be filed "for record in the office of 
the register of deeds of the county wherein such 
cemetery is situated and thereupon such association 
shall become a corporation. All cemeteries hereafter 
started or established except cemeteries established 
by religious corporations are hereby declared to be 
public cemeteries within the provisions of this act. 

Any cemetery lands and property or public burial 
ground now or hereafter owned or controlled by any 
town, village or city of this state may be transferred 
by such town, village or city, by deed or otherwise, to 
any cemetery association or corporation formed or 
organized under the terms of this act or heretofore 
existing, and such transfer may be with or without 
condition as shall be determined by such town, vil­
lage or city as the case may he; such town, city or 
village may as a part of such transaction enter into 
contract or agreement with such cemetery association 
providing for the management and manner of main­
taining, keeping and caring for such cemetery, for the 
sale of lots or lands therein and for such other mat­
ters in relation to the care and control thereof as 
shall be deemed advisable by such town, village or 
city. 

Any cemetery lands or property now or hereafter 
owned by any religious corporation existing under the 
laws of this state may b'1 transferred to any cemetery 
association now in existence or hereafter formed under 
the laws of this state without any express considera­
tion; and, in such case, the articles of incorporation of 

such cemetery association may provide for the ap­
pointment of its directors or trustees by the board of 
directors of such religious corporation or by some speci­
fied officer thereof, or may be amended to so provide. 
Any such cemetery association so affiliated with a re­
ligious corporation by such a provision in its articles 
may also provide for the acquisition of other cemetery 
properties within the State of Minnesota wherein 
bodies of persons of the same religious faith exclu­
sively are to be buried. (R. L. '05, §2936; '11, c. 
385, §1; G. S. '13, §6276; Apr. 8, 1931, c. 119, §1.) 

Laws 1931, c. 119, amends this section "by adding 
thereto a paragraph reading as" above. The amend­
ment, however, sets out the entire section as set forth 
above. 

7559. Officers of cemetery associations to make re­
ports.—Every such corporation, in addition to its 
ordinary corporate officers, shall annually appoint an 
actuary, or provide by its ^by-laws that its secretary 
shall perform the duties of such office. The actuary 
shall keep a register of burials, in which he shall 
enter the date of burial or cremation, and the name, 
age, sex, nativity, and cause of death, of every person 
interred or cremated in such cemetery, so far as such 
facts can be ascertained from the friends, attending 
physician, or undertaker in charge, and, in case of a 
pauper, stranger, or criminal, from the public official 
directing the burial. Such record shall be open to 
public inspection, and he shall furnish to the state 
board of health and to local health officers, when so 
requested, an accurate summary of such record dur­
ing any specified year. Such actuary shall also report 
to the adjutant general, the burial of any veteran of 
the Civil war, Spanish-American War, China Relief 
Expedition, Philippine Insurrection, Mexican Border 
Service, and World War, stating the name of such 
deceased veteran and the location of his grave in the 
cemetery by lot number. (R. L. '05, §2937; G. S. '13, 
§6277; Mar. 8, 1933, c. 65.) 

PRIVATE CEMETERIES 
7625. Plat and record. 
County board has authority to set aside part of poor 

farm for burial ground for poor. Op. Atty. Gen., May 
17, 1933. 

FINANCIAL CORPORATIONS 
GENERAL PROVISIONS 

7635. Financial corporations denned. 
Definition of building and loan association has not 

been changed. Minn. Bldg. & Loan Ass'n v. C, 234NW 
872. See Dun. Dig. 1163(32). 

A state bank had no authority to become a depositary 
to hold bonds issued by a hospital association, and to 
issue certificates of deposit to the bondholders, and 
original certificates of deposit and transfers thereof In 
books to be kept for that purpose. Op. Atty. Gen., Sept. 
16, 1930. 

Neither a foreign corporation duly authorized to con­
duct a safe deposit business nor a domestic corporation, 
unless a bank or trust company, can conduct a safe de­
posit business within the state. Op. Atty. Gen., July 
6, 1931. 

7636. Bank and savings bank denned—Control of 
examiner. 

A cooperative association could not be organized on a 
membership basis to accept sums of money for safe­
keeping and to grant members privilege of withdraw­
ing deposits at any time. Op. Atty. Gen., May 31, 1933. 

7637. Word "bank" not to be used unless inspec­
tion permitted. 

The First Bank Stock Corporation and the Northwest 
Bancorporation are not "banks" or "mortgage loan com­
panies" within statutes providing for method of taxa­
tion of banks. Op. Atty. Gen., Aug. .29, 1930. 

7646. Examiner's certificate. 
Commissioner of banks may refuse to approve arti­

cles of incorporation and name of bank prior to hearing 
before state securities commission on petition for is­
suance of bank charter. Op. Atty. Gen., Feb. 21, 1933. 

7651. Trust Companies given power to establish 
savings department.—No individual, co-partnership 
or corporation other than a savings bank or safe de­
posit and trust company subject to and complying with 
all the provisions of law relating to such bank or safe 
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deposit and trust companies respectively, shall in any 
manner display or make use of any sign, symbol, 
token, letterhead, card, circular, or advertisement 
stating, representing or indicating that he, it, or they, 
are authorized to transact the business which a sav­
ings bank, safe deposit or trust company usually does, 
or under said provision are authorized to do; nor 
shall any such individual, co-partnership or corpora­
tion use the words "savings" or "trust" or "safe de­
posit" alone or in combination in title or name or 
otherwise or in any manner solicit business or make 
loans or solicit or receive deposits or transact busi­
ness as a savings bank or safe deposit or trust com­
pany. Except that a state bank, or trust company, 
regularly incorporated and authorized to do business 
under the laws of this state, may establish and main­
tain a savings department under the supervision of 
the superintendent of banks, and may solicit and re­
ceive deposits in said savings department and ad­
vertise the same as such, and every such trust com­
pany having a savings department may use in its 
name or title in addition to the word "trust ," the 
words "savings" or savings bank." Savings deposits 
received by any such trust company using the words 
"Savings" or "Savings Bank" in its name or title 
shall be invested only in authorized securities as 
defined by law f and such trust company shall keep 
on hand, at all times, such securities as deposits in 
savings banks may be invested in to an amount at 
least equal to the amount of such deposits and these 
securities shall be the representative of and the fund 
for, applicable first and exclusively to the payments 
of, such savings deposits. Deposits received t>y such 
trust company subject to its right to require notice 
of withdrawal evidenced by pass books shall be deem­
ed savings deposits. 

Provided, That any old line life insurance company 
which does not in any manner display or make use 
of any sign, symbol, token, letterhead, card, circular 
or advertisement representing or indicating that it 
is authorized to transact any business which a savings 
bank, safe deposit or trust company usually does and 
which does not attempt to do any such business; and 
which uses the word "trust" in its name in combina­
tion with other words in such a manner that it is ap­
parent that such company is not either a savings bank, 
safe deposit or trust company and does not attempt to 
do any of the business which a savings bank, safe 
deposit or trust company usually does, shall not be 
prohibited by this act from so using such word "trust" 
in its name. 

Every individual, co-partnership or corporation 
which shall violate any of the provisions of this sec­
tion shall forfeit to the state the sum of one hundred 
dollars for every day such violation shall continue. 
(R. L. '05, §2978; '09, c. 178, §1; G. S. '13, §6340; '15, 
c. 236, §1; Mar. 21, 1929, c. 77, §1.) 

Neither a foreign corporation duly authorized to con­
duct a safe deposit business nor a domestic corporation, 
unless a bank or trust company, can conduct a safe de­
posit business within the state. Op. Atty. Gen., July 6, 
1931. 

7656. Financial institutions to file articles with 
superintendent of banks. 

If industrial thrift company is permitted to purchase 
its own stock and hold it as treasury stock, such com­
pany must deduct amount of such stock from its paid-
in capital for advertising purposes. Op. Atty. Gen., Jan. 
19, 1933. 

7657. Advertisements of financial institutions.—No 
such financial institution shall directly, indirectly or 
by inference of any kind, display, represent, hold 
out or otherwise advertise as its capital, resources, 
assets or financial strength or ability or availability 
therefor any capital, resources or assets of any other 
financial institution or institutions, whether or not 
such other financial institution or institutions are in 
any way connected with such financial institution 
through or by way of a holding company or other corpo­
ration or similar structure; nor shall any such financial 
institution, the capital stock of which is in whole or in 

part controlled or owned by any such holding company, 
other corporation or similar structure, display, rep­
resent, hold out or otherwise advertise that it is affil­
iated with or has any other connection with such 
company, corporation or similar structure other than 
that which truly and actually exists; and no such 
financial institution shall advertise as its capital any 
amount other or greater than the amount of actual 
paid-in capital, which it shall have at the time of the 
appearance of such advertisement, and no such fi­
nancial institution shall advertise in any way the ag­
gregate or individual responsibility or financial worth 
of its stockholders, or in any manner seek to convey 
the impression that the financial resources of its stock­
holders above the limit provided by law are available 
for the purpose of meeting its liabilities. ( '11, c. 323, 
§2; G. S. '13, §6346; '25, c. 169; Apr. 25, 1931, c. 
380.) 

7658-1. Definitions.—For the purpose of this act 
the term "corporation" shall be construed to mean 
any bank, savings bank, trust company, insurance 
company, or building and loan association organized 
under the laws of this State; and the term "agency" 
shall be construed to mean the Federal Home Loan 
Bank of the district of which this State is a part, or 
of an adjoining district if convenience shall so re­
quire, or other financial corporation, association or 
agency created by any Act of Congress. (Act Mar. 
20, 1933, c. 101, §1.) 

7658-2. May become members of Federal Home 
Loan Bank System, etc.—Any corporation is hereby 
empowered and authorized to become a member of, 
or stockholder in any such agency and to that end 
to purchase stock in or securities of or deposit money 
with such agency and/or to comply with any other 
conditions of membership or credit; to borrow money 
from such agency upon such rates of interest, not ex­
ceeding the contract rate of interest in this State, and 
upon such terms and conditions as may be agreed upon 
by such corporation and such agency for the purpose 
of making loans, paying withdrawals, paying matu­
rities, paying debts, and for any other purpose not 
inconsistent with objects of the cprporation; and pro­
vided further that the aggregate amount of the in­
debtedness, so incurred by such corporation, which 
shall be outstanding at any time shall not exceed 
twenty-five per centum of the then total assets of the 
corporation; to assign, pledge and hypothecate its 
bonds, mortgages or other assets, and in the case of 
building and loan association, to repledge with such 
agency the shares of stock in such association which 
any owner thereof may have pledged as collateral 
security, without obtaining the consent thereunto of 
such owner, as security for the repayment of the in­
debtedness so created by such corporation and as 
evidenced by its note or other evidence of indebted­
ness given for such borrowed money; and to do any 
and all things which shall or may be necessary or con­
venient in order to comply with and to obtain the 
benefits of the provisions of any Act of Congress cre­
ating such agency, or any amendments thereto. (Act 
Mar. 20, 1933, c. 101, §2.) 

State banks may borrow money, on proposed recon­
struction finance corporation capital notes and deben­
tures. Op. Atty. Gen., Aug. 12, 1933. 

Money borrowed by state bank on reconstruction fi­
nance corporation debenture may be considered as ad­
ditional capital. Id. 

Building and loan association may accept bonds is­
sued by home owners' loan corporation in satisfaction 
of mortgages. Id. 

Insurance company may issue capital notes not to 
exceed 25% of total assets of company. Op. Atty. Gen., 
Sept. 26, 1933. 

BANKS 
7659. How graded!—Prepayment. 
Legislature may authorize existing state banks to is­

sue preferred stock only with the consent of all the 
stockholders, but may authorize state banks hereafter 
organized to issue such stock. Op. Atty. Gen., Mar. 31, 
1933. 

Bank charter cannot limit amount of stock which may 
be held by one person. Op. Atty. Gen., June 2, 1933. 
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7660 . Special powers. 
A bank has no power to pledge any of its assets to 

secure the repayment of the deposits, except as given 
by the s ta tu tes . 174M286, 219NW163. 

Where an unauthorized pledge of assets is made by 
bank and it becomes insolvent, receiver may recover as­
sets pledged, or damages, if they have been converted. 
174M286, 219NW163. 

Where a person steals a certificate of deposit and 
forges the payee's indorsement thereon and cashes it at 
the bank which in turn delivers it to the issuing bank 
and receives the amount thereof, both banks are liable 
to the payee in an action for conversion. Moler v. S., 
17GM459, 223NW780. 

The rule tha t a bank must know the s ignature of its 
customer has a direct reference to the ordinary depos­
itor having a checking account, and is not applicable to 
the indorsement of a certificate of deposit by the payee 
therein. Moler v. S., 176M459, 223NW780. 

A s ta te bank in the exercise of the usual and influ­
ential powers belonging to the banking business may 
receive special deposits. Hurley v. M., 185M76, 239NW 
769. See Dun. Dig. 736b. 

7 6 6 1 . Application. 
See §§7661-1 to 7661-4, post. 
7661-1 . Banks may be organized as trust company. 

—yHereafter s t a t e b a n k s which m a y be organized in 
t h e m a n n e r now provided by law may be organized wi th 
t h e add i t iona l a u t h o r i t y to exercise t he fiduciary pow­
ers and privi leges set out in Mason 's Minnesota Sta t ­
u tes of 1927, Section 7663 , provided t h a t the capi ta l 
of any such b a n k shal l no t be less t h a n $50,000 if its 
pr incipal place of bus iness is to be located in a munic­
ipal i ty of less t h a n 25,000 i nhab i t an t s , and t h a t t he 
capi ta l of any such b a n k shal l not be less t h a n $75,000 
if i ts pr incipal place of bus iness is to be located in a 
munic ipa l i ty of 25,000 or more b u t less t h a n 100,000 
i nhab i t an t s , and t h a t t he capi ta l of any such b a n k 
shal l not be less t h a n $100,000 if Its pr inc ipa l place 
of bus iness is to be located in a munic ipa l i ty of 100,-
000 or more bu t less t h a n 200,000 i nhab i t an t s , and 
t h a t t he capi ta l of any such b a n k shal l no t be less 
t h a n $200,000 if i ts pr incipal p lace of bus iness is to 
be located in a munic ipa l i ty of 200,000 or m o r e in­
h a b i t a n t s . (Act Apr. 20, 1931 , c . 267, §1.) 

7661-2. Corporate names .—Any such b a n k m a y be 
organized wi th a co rpora t e n a m e which may inc lude 
the words " t r u s t " or " t r u s t company , " in addi t ion to 
t he word " b a n k " or o the r words now pe rmi t t ed by 
law, and the word " s t a t e " shal l no t be a r equ i red 
p a r t of t he corpora te n a m e of any such s t a t e bank . 
(Act Apr. 20, 1931 , c. 267, §2.) 

7661-3 . To purchase authorized secur i t i es .—No 
s t a t e bank herea f te r organized wi th a u t h o r i t y to ex­
ercise fiduciary powers p u r s u a n t to t he provisions of 
th is act , t he corpora te n a m e of which conta ins t he 
words " t r u s t " or " t r u s t company , " shal l t r a n s a c t 
any b a n k i n g or t r u s t company business un t i l it shal l 
have invested in and ass igned, t r ans f e r r ed to , and de­
posi ted wi th t he Commiss ioner of Banks t h e a u t h o r ­
ized secur i t ies described in and requ i red by Mason 's 
Minnesota S t a tu t e s of 1927, Section 7662, r e l a t ing 
to t he au thor i za t ion of exist ing s t a t e b a n k s to exer­
cise such fiduciary powers , and unt i l t he Commiss ioner 
of Banks has issued the certificate provided by Mason 's 
Minnesota S t a tu t e s of 1927, Section 7646, and a cer­
tificate s t a t ing t h a t such b a n k is qualified to exer­
cise t h e fiduciary powers se t for th in Mason 's Min­
neso ta S t a t u t e s of 1927, Section 7663 . (Act Apr. 
20, i a 3 1 , c. 267, §3 . ) . 

7661-4. May carry on banking andi trust company 
bus iness .—After t he appl icat ion of t he corpora t ion 
shal l have been favorably acted on by the D e p a r t m e n t 
of Commerce in compliance wi th Mason 's Minnesota 
S ta tu te s of 1927, Section 53-30, and upon compl iance 
wi th the t e r m s hereof and the i s suance of such cer­
tificates, such b a n k may commence the t r ansac t ion 
of b a n k i n g and t r u s t company business and may ex­
ercise, in addi t ion to all t he powers and pr ivi leges con­
fer red by law on s t a t e banks , t h e powers and privi leges 
set for th in Mason 's Minnesota S t a tu t e s of 1927, Sec­
t ion 7663, and such b a n k shal l the rea f t e r comply wi th 
and be subjec t to all of the provis ions of l aw re l a t ing 

to s t a t e banks exercis ing such fiduciary powers and 
privi leges. (Act Apr. 20, 1931 , c. 267, §4.) 

7663 . Powers and duties. 
Where a bank, through an extended course of deal­

ing has become the agent of another bank for the col­
lection of checks forwarded to it, it cannot arbi t rar i ly 
and without notice refuse to accept for collection a 
check, and is liable for loss resul t ing from failure to 
present it for payment. 172M204, 214NW922. 

A bank is liable to the owner of t rus t funds deposit­
ed with it by the t rustee in his individual name, if, with 
actual or constructive notice of the t rus t character of 
the funds, it applies such funds upon a past-due indebt­
edness owing by the t rustee personally to the bank. 
Wegerslev v. M., 184M393, 238NW792. See Dun. Dig. 787 
(58). 

I t was not u l t ra vires for bank to assume payment 
of mortgage by extension agreement made to protect se­
curity held by it. Nippolt v. F., 186M325, 243NW136. 
See Dun. Dig. 767. 

Where, by extension agreement, bank has agreed 
to pay mortgage for purpose of protect ing other se­
curity, on payment of mortgage note, it is entitled to 
assignment of note and mortgage. Nippolt v. F., 186 
M325, 243NW136. 

A bank may take out life insurance on its officers, 
but Commissioner of Banks has a r ight to hold a bank 
within reasonable limitations. Op. Atty. Gen., Feb. 6, 
1931. 

Bank holiday does not prohibit banks collecting taxes 
from t ransmi t t ing them to county treasurer . Op. Atty. 
Gen., Mar. 7, 1933. 

Commissioner of finance has authori ty to authorize 
s ta te banks to issue cashiers ' checks with the consent 
of the depositor for the purposes mentioned in the or­
ders of the secretary of the t reasury of the United 
States, under s tr ict regulations which will insure tha t 
they will be later redeemable at their face value. Op. 
Atty. Gen., Mar. 8, 1933. 

A s ta te bank not having fiduciary powers granted by 
this section is without power to act as broker of se­
curities, but one having such powers may act as bro­
ker. Op. Atty. Gen., Aug. 1, 1933. 

7664 . To k e e p record of trust accounts. 
One ent rus t ing funds to t rus t depar tment of a s ta te 

bank, which failed to keep the fund intact, was enti-: 
tied to a preferred claim, Benson v. A., 185M541, 241NW 
794. See Dun. Dig. 786b, 842d. 

7669 . Stock list—Filings—Effect of transfer, Liabil­
ity, Acceptance, etc. 

Minnesota State Bank of Amboy v. T., 184M179, 238 
NW53: note under §7684. 

Purchaser of bank stock, failing to rescind for fraud­
ulent representation, held not entitled to rescind as 
against the Commissioner of Banks after failure of bank. 
179M284, 229NW130. 

Cancellation of stock denied as working prejudice to 
creditors. 179M161, 228NW603. 

Liability of stockholders in s ta te banks. Bank of 
Dassel v. M., 183M127, 235NW914. See Dun. Dig. 803(11). 

A bona fide t ransferor of stock is not liable for the 
debts of the bank incurred after the transfer. He is 
liable for those existing at the time of the t ransfer and 
not af terwards paid. Bank of Dassel v. M., 183M127, 
235NW914. See Dun. Dig. 803(11). 

Liability of the bank stockholder making a t ransfer 
on November 23, 1925, continued to and included Novem­
ber 23, 1926. Bank of Dassel v. M., 183M127, 235NW914. 
See Dun. Dig. 803(11). 

7 6 7 1 . Dividends—surplus. 
Bank char ter may not be amended so as to limit re­

turn on stock to 6% interest. Op. Atty. Gen., June 2. 
1933. 

7674 . Reports to public examiner. 
179M217, 228NW926; notes under §5325. 
7675. Books to be kept. 
In an action for fraud, where the value of the as­

sets of a financial corporation a t a given time is in is­
sue, its record books and history, both before and after 
the time in question, may be examined and received as 
bearing upon such value a t the time of the t ransact ion 
involved. Watson v. G., 183M233, 236NW213. See Dun. 
Dig. 3247. : 

An expert accountant, after examination of books and 
records and with the books in evidence, may testify to 
and present in evidence summaries and computations 
made by him therefrom. The foundation for such evi­
dence is within the discretion of the court. Watson v. 
G., 183M233, 236NW213. See Dun. Dig. 3329. 

The record books of banks and financial corporations, 
subject to the supervision of the superintendent of 
banks, when shown to be the regular record books of 
such a corporation, are admissible in evidence wi th­
out further proof of the correctness of the entries there­
in. Watson v. G., 183M233, 236NW213. See Dun. Dig. 
3346. 
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7677. Restrictions upon total liability of individuals 
to bank—first mortgage security—liability of officers 
—discounts authorized—excess liability—penalty and 
civil liability.—The total liabilities to it, as principal, 
surety, or endorser of any person, corporation, or co­
partnership, including the liabilities of the several 
members thereof, shall never exceed fifteen (15) per 
cent of its capital actually paid in cash and of its 
actual surplus fund. Provided that for the purposes of 
this section the members of a family living together 
in one household shall be regarded as one person and 
the total liabilities of the members of such family 
shall be limited as herein provided. Provided, how­
ever, that loans not exceeding 25 per cent of such 
capital and surplus made upon first mortgage security 
on improved real estate in the State of Minnesota or 
in an adjoining state within 20 miles of the place 
where the bank is located, shall not constitute a liabil­
ity of the maker of the notes secured by such mort­
gages within the meaning of the foregoing provision 
limiting liability, but shall be an actual liability of 
such maker; provided, that such mortgage loans be 
limited to, and in no case to exceed forty (40) per 
cent of the cash value of the security covered by such 
mortgage; provided further, that commercial paper 
actually owned by the person negotiating the same not 
exceeding 15 per cent of the capital stock and surplus 
taken from any one person, shall not constitute a 
liability within the meaning of this Act, but shall 
be an actual liability of the maker. The total liabil­
ity of any officer or director shall never exceed ten 
per cent of the same aggregate amount. But the 
discount of the following classes of paper shall not 
be regarded as creating liability within the meaning 
of the section, viz.: 

1. Bonds, orders, warrants or other evidences of 
indebtedness of the United States, of federal land 
banks, of this State or of any county, town, village, 
or school district in this State, or of the bonds of any 
other state in the United States, or bonds and obli­
gations of the Federal Home Loan Banks established 
by Act of Congress known as the Federal Home Loan 
Bank Act, approved July 23, 1932, and Act amenda­
tory thereto, and in bonds and obligations of the 
Home Owners' Loan Corporation established by Act 
of Congress known as the Home Owners' Loan Act 
of 1933, and Acts amendatory thereto, in exchange 
for mortgages on homes, or contracts for deed, and/or 
real estate held by it. 

2. Bills of exchange drawn in good faith against 
actually existing values. 

3. Paper based upon the collateral security of 
warehouse receipts covering agricultural or manufac­
tured products stored in elevators or warehouses un­
der either of the following conditions: 

First—When the actual market value of the prop-
perty covered by such receipts at alll times exceeds 
by at least ten per cent the amount loaned thereon. 

Second—When the full amount of every such loan 
is at all times covered by fire insurance in duly author­
ized companies, within the limit of their ability to 
cover such amounts, and the excess, if any, in com­
panies having sufficient paid-up capital to authorize 
their admission, and payable in case of loss, to the 
bank or holder of the warehouse receipt, unless ac­
companied by a certificate of the railroad and ware­
house commission declaring the warehouse issuing 
the same to be fireproof. 

Whenever a bank shall allow any person, co-part­
nership or corporation to become indebted to it, di­
rectly or indirectly, In excess of the amount, exclu­
sive of interest, permitted by the laws of this State, 
the officer or employe of such bank wilfully permit­
ting or approving such loan shall be guilty of a gross 
misdemeanor and in addition thereto shall be person­
ally liable to the bank for the amount of such loan 
in excess of the statutory limit. (R. L. '05, §2993; 
•07, c. 156; '11, c. 160, §1; G. S. '13, §6358; '19, c. 

103, §1; '27, c. 258, §1; Feb. 7, 1931, c. 9, §1; Jan. 9, 
1934, Ex. Ses., c. 70.) 

Claim of insolvent bank agains t insolvent and non­
resident directors for making excessive loans, held not 
shown to be barred by l imitat ions; and such liability 
may be set off agains t liability of the bank to the di­
rectors for satisfying liability of the bank on a depos­
itory bond. Andresen v. Thompson, (DC-Minn), 56F(2d) 
642. See Dun. Dig. 5656, 7613. 

Applies to actual loans and does not include gua ran ­
ty of paper assigned to bank, without other considera­
tion, to make good depleted or questionable assets . 
State v. Flowers, 254NW834. See Dun. Dig. 773a. 

7678. Contracts, how made. 
Powers of national banks. 172M310, 215NW213. 
A cashier of a bank has implied power to indorse 

negotiable paper in the ordinary t ransact ion of its busi­
ness. 174M471, 219NW757. 

Where all the stock of a corporation is owned by its 
three directors, they are estopped from questioning the 
validity of a deed for want of a formal resolution au­
thorizing its execution and delivery, they having given 
authori ty informally. 176M411, 223NW624. 

In the absence of by-laws denning or l imiting the 
duties of a vice president, he may act as president in the 
absence of the lat ter . 176M411, 223NW624. 

Allegation tha t corporations "made and entered into" 
certain contracts was good as agains t demurrer. 176M 
529, 224NW149. 

Transaction whereby president gave his note, guar­
anteed by the bank, in exchange for a certificate of de­
posit, held a t ransaction of the bank and it was liable 
on the note. 178M476, 227NW659. 

Bank whose vice president gave note on set t lement of 
an action aga ins t the bank was estopped to question the 
settlement, and the validity of the note after having 
stood by for three years. Nelson v. C , 185M449, 241NW 
585. See Dun. Dig. 779c. 

Vice president of bank upon set t lement of an action 
against the bank made by vice president and at torneys 
had author i ty to give note as par t of sett lement, though 
not signed by cashier. Nelson v. C, 185M449, 241NW585. 
See Dun. Dig. 777c. 

There being no limitation of power shown, cashier of 
a s ta te bank has author i ty to execute a contract in be­
half of bank for preservation or protection of its secu­
rities. Bankers ' Life Co. v. F., 247NW239. See Dun. Dig. 
778. 

Where officer, in active charge of bank, is sole rep­
resentat ive of bank in a t ransact ion with others, his 
knowledge of facts is chargeable to bank, even if he has 
a personal interest, adverse to the bank. People's State 
Bank of Jordan v R., 249NW325. 

Where officer of bank had misappropriated funds from 
account of a depositor for which misappropriation bank 
was liable, bank was entitled to credit for moneys re ­
stored by such officer to account of such depositor. Id. 

7679. May hold real estate—Restrictions.—Such 
bank may purchase, hold and convey real estate for 
the following purposes: 

1. Such as shall be necessary for the convenient 
transaction of its business, including with its bank­
ing office other apartments to rent as a source of in­
come, which investment shall not exceed forty per 
centum of its paid-in capital stock and permanent 
surplus. 

2. Such as is acquired through foreclosure of any 
m o r t g a g e given to it in good fa i th by way of secur i ty 
for loans made or money due to such bank. 

3. Such as is conveyed to it in satisfaction of 
debts previously contracted in good faith in the 
course of its dealings. 

4. Such as it acquires by sale on execution or 
judgment of any court in its favor. 

It shall not purchase, hold or convey real estate in 
any other case or for any other purpose whatever. No 
real estate acquired in the cases contemplated in the 
second, third and fourth subsections above shall be 
held for a longer period than five years, unless such 
time has been extended by certificate of the com­
missioner of banks. (R. L. '05, §2995; G. S. '13, 
§6360; '19, c. 85, §1; '21 , c. 258, §1; Mar. 9, 1929, 
c. 54.) 

7680. Cash reserve in banks.—It shall always keep 
a reserve equal to fifteen per centum (15%) of its 
demandahle liabilities and five per centum (5%) of 
its time deposits if located in a reserve city, if not 
located in a reserve city it shall always keep a reserve 
equal to twelve per centum (12%) of its demandahle 
liabilities and five per centum (5%) of its time de­
posits; which shall he in cash and balance due from 
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solvent banks . No bank shal l act as reserve agen t 
for a n o t h e r w i thou t t h e approva l of t he commiss ioner 
of b a n k s if i ts cap i ta l and su rp lus is less t h a n twen­
ty-five t h o u s a n d dol la rs . Wheneve r i ts reserve shal l 
become impa i red , i t sha l l m a k e no new loans or dis­
counts except upon s igh t bills of exchange , nor de­
c lare any dividend unt i l the s a m e has been fully r e ­
s tored. The t e r m "Rese rve Ci ty" as used here in shal l 
be t a k e n to mean such cit ies as a r e des igna ted as r e ­
serve ci t ies by ac t of congress or o t h e r federal au ­
thor i ty . (R. L. ' 05 , §2996 ; G. S. ' 1 3 , § 6 3 6 1 ; ' 15 , 
c. 362, § 1 ; Mar. 27, 1931 , c. 93.) 

7682 . Inso lven t b a n k s — E x a m i n e r to t a k e cha rge . 
The action of the receiver of a bank in br inging suit 

on a note given to the bank as accommodation under 
agreement by the bank to indemnify the maker, held to 
consti tute a breach of the contract of indemnity. 
Kaercher v. Citizens' Nat. Bank, (CCA8), 57F(2d)58. See 
Dun. Dig. 4335. 

The receiver of an insolvent bank stands in no bet ter 
position than the bank stood as a going concern. 
Kaercher v. Citizens' Nat. Bank, (CCA8), 57P(2d)58. See 
Dun. Dig. 802, 823. 

Commissioner of banks was authorized to enforce the 
individual liability of stockholders, and to tha t end at­
tach property held in t rus t for stockholder. 172M83, 
214NW771. 

Notes and securities executed to a bank to deceive 
examiner by making an appearance of assets, could be 
collected by receiver representing creditors, though 
probably not enforcible by the bank itself. 177M529, 
225NW891. 

Transfer by insolvent bank to another bank of all its 
assets, the transferee assuming liability for all deposits 
shown by the books, held not an assignment contem­
plated by this section, and transferee was not liable in 
an action for damages for a judgment for at torney's 
fees against the transferor. 181M1, 231NW407. 

The exclusive power to liquidate insolvent s ta te banks 
is placed in the commissioner of banks, and where he 
has at tempted to exercise such power the district court 
is without jurisdiction to appoint a receiver for such 
banks in proceedings brought by a judgment creditor to 
enforce the "double" liability of shareholders. North­
western Fuel Co. v. L,., 182M276, 234NW304. See Dun. 
Dig. 824b. 

A deposit in a bank becomes due so as to be available 
as a set-off when the *bank fails. F i r s t Nat. Bank of 
Windom v. C, 184M635, 240NW662. See Dun. Dig. 787 
(59). 

In absence of imminent danger of loss, or need for 
.summary relief, a receiver should not be appointed for 
solvent corporation on petition of minority stockholders. 
Rule applied to banking corporation in voluntary 
liquidation and without creditors. Zwick v. S., 186M308, 
243NW140. See Dun. Dig. 2138. 

A mortgage running- to a receiver of a national bank 
is subject to tax in all cases where the mortgage would 
be taxable if it ran to the bank before receivership. Op. 
Atty. Gen., Mar. 17, 1931. 

7 0 8 3 . Dis t r i c t C o u r t m a y a p p o i n t rece iver f rom t h e 
oflicers or d i rec to r s of a b a n k . — A t any t i m e af ter a 
period of t h r e e yea r s shal l have elapsed, af ter t he 
Commiss ioner of B anks shal l have t a k e n possession 
of t h e bus iness and p rope r ty of an insolvent b a n k or 
t r u s t company, a major i ty of t he c red i to rs in n u m b e r 
and a m o u n t may pet i t ion t he cou r t for t he appoint ­
m e n t of a commi t t ee of t h r e e compe ten t persons , 
r e s iden t s of t he county, n a m e d by them, t he cour t 
may m a k e such appo in tmen t , a n d any officer or mem­
ber of t he board of d i rec tors of t h e insolvent bank or 
t r u s t company may be appointed as member s of said 
commi t t ee if r e s iden t s of t h e county . All r i gh t s and 
du t i e s of t he Commiss ioner of B a n k s shal l t h e n de­
volve upon t h e said commi t tee . (R. L. ' 05 , §2999 ; 
G. S. ' 13 , §6364; Apr. 17, 1933 , c. 310, §1.) 

7 6 8 3 - 1 . C o m m i t t e e t o fu rn i sh b o n d s . — T h e com­
mi t t ee he re in provided for shal l furnish a d e q u a t e 
bond to be approved by t h e d is t r ic t cour t for t h e 
fa i thful pe r fo rmance of t he i r du t ies . (Act Apr . 17, 
1933 , c. 310, §2.) 

7683-2 . Commiss ioner t o b e d i scharged as l iquida­
to r .—Upon such o rde r of the cour t t he Commiss ioner 
of B a n k s of t h e Sta te of Minnesota shal l be dis­
cha rged as s t a t u to ry l iqu ida to r of such banks and 
re leased from any fu r the r l iabil i ty t h e r e u n d e r . (Act 
Apr . 17, 1933 , c. 310, §3.) 

Sec. 4 of Act Apr. 17, 1933, cited, provides tha t the 
act shall take effect from its passage. 

7684 . Stock unpaid o r impa i r ed . 
Assessment of stockholders under this section con­

st i tutes a bank asset, and it cannot be applied in dis­
charge of the superadded or constitutional double liabil­
ity of stockholders. Minnesota State Bank of Amboy 
v. T., 184M179, 238NW53. See Dun. Dig. 824e. 

Constitutional double liability of stockholders of bank 
is for benefit of creditors, and bank has no authori ty 
over the fund created by its enforcement. Minnesota 
State Bank of Amboy v. T., 184M179, 238NW53. See Dun. 
Dig. 824e, 2080(45). 

7685 . Reorgan iza t ion . 
Act does not contemplate finding of insolvency by 

reason of declaration of emergency by directors of bank, 
and contingent liability of stockholders for debts of 
bank does not become absolute. Op. Atty. Gen., Mar. 
10, 1933. 

State banks must bear expenses incident to re­
organization and such expense money belongs to the 
s ta te and is a preferred claim against the bank in which 
it is deposited in case of liquidation. Op. Atty. Gen., 
Apr. 4, 1933. 

A depositor who is indebted to a bank is entitled to 
set off the amount to his credit against his indebtedness 
whether the bank be in liquidation or under the re­
organization law. Op. Atty. Gen., Apr. 11, 1933. 

Commissioner of banks may allow an individual bank 
to raise the restrictions against the withdrawals on 
checking accounts but leave those restrictions against 
time deposits providing the board of directors pass a 
resolution to tha t effect. Op. Atty. Gen., Apr. 17, 1933. 

Depositors who have not signed depositors' agree­
ments do not have a preference under bank reorganiza­
tion law, and this applies to estate of decedent. Op. 
Atty. Gen., July 12, 1933. 

2. 
Bank under reorganization is analogous to bank In 

liquidation with regard to offset against depositors. Op. 
Atty. Gen., Apr. 11, 1933. 

Bank may not adopt plan of reorganization without 
wr i t ten approval of commissioner. Op. Atty. Gen., May 
2, 1933. 

Endorsers and guarantors may invoke principal of 
offsets against bank, but a contingent obligation cannot 
be basis for offset. Op. Atty. Gen., May 3, 1933. 

When jurisdiction of commissioner has been invoked 
by involuntary proceedings under §7688, he is without 
author i ty to liquidate bank under this act. Op. Atty. 
Gen., May 15, 1933. 

A bank having resolved to reorganize under this act 
may not thereafter abandon such plans and go into 
voluntary liquidation under same chapter. Op. Atty. 
Gen., May 16, 1933. 

2(b) . 
Commissioner may allow an individual bank to raise 

.restrictions against wi thdrawals on checking accounts 
but leave those restrictions against time deposits. Op. 
Atty. Gen., Apr. 17, 1933. 

3. 
Borrower of bank has r ight to offset deposits for 

full amount of note. Op. Atty. Gen., Apr. 11, 1933. 
Depositors' meeting should not be called on Good Fr i ­

day. Op. Atty. Gen., Apr. 12, 1933. 
4(c) . 
Depositors who have not signed depositors' agreements 

do not have a preference under bank reorganization law, 
and this applies to estate of decedent. Op. Atty. Gen., 
July 12, 1933. 

5. 
Deposits of county money in bank in t rus t on re­

stricted basis is not protected by collateral which be­
came deposited prior to bank holiday. Op. Atty. Gen., 
Apr. 20, 1933. 

«. 
There can be no enforcement of stockholders' liability 

unless bank is, in fact, insolvent. Op. Atty. Gen., May 
16, 1933. 

8. 
Accounts in name of individuals held to represent de­

posits of association organized for relief of poor, and 
therefore exempt from operation of act. Op. Atty. Gen., 
May 8, 1933. 

7687 . De l inquen t financial i n s t i t u t i o n s — E t c . 
The exclusive power to liquidate insolvent s ta te banks 

is placed in the commisioner of banks, and where he has 
attempted to exercise such power the district court is 
without jurisdiction to appoint a receiver for such banks 
in proceedings brought by a judgment creditor to en­
force the "double" liability of shareholders. North­
western Fuel Co. v. D., 182M276, 234NW304. See Dun. 
Dig. 824b. 

7688 . Viola t ion of cha r t e r , e t c . — E x a m i n e r t o t a k e 
cha rge . 

American State Bank of Minneapolis v. J., 184M498, 
239NW144; note under §7689. 

When jurisdiction of commissioner has been Invoked 
by involuntary proceedings, he is without author i ty to 
liquidate bank under Laws 1933, c. 55. Op. Atty. Gen., 
May 15, 1933. 

7689. L iqu ida t ion a n d distribution of closed banks. 
:—The commiss ioner of banks shal l collect al l deb t s 
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due and all claims belonging to such bank, and upon 
the order of the district court may sell or compound 
all bad or doubtful debts, and on like order may sell 
all the real and personal property of such bank on 
such terms as the court shall direct, and may, if 
necessary to pay the debts of such bank, enforce the 
individual liability of the stockholders. The com­
missioner of banks may under his hand appoint one 
or more special deputy examiners as agents to assist 
him in the duty of liquidation and distribution, the 
certificate of appointment to be filed in the oflice of the 
commissioner of banks and a certified copy in the 
office of the secretary of state and also the clerk of 
the district court of the county in which the principal 
office of such bank was located. The commissioner 
of banks may from time to time authorize any such 
special deputy examiner to perform such duties con­
nected with such liquidation and distribution as the 
commissioner of banks may deem proper. The com­
missioner of banks may procure such expert assistance 
as may be necessary in the liquidation and distribu­
tion of the assets of such bank and may retain such 
of its officers or employes as he may deem necessary 
and upon his request in writing the attorney general 
shall employ a special attorney to act as counsel in 
all matters relating to the liquidation of each bank, 
which appointment shall be made according to the 
provisions of the statutes regulating the employment 
by the attorney general of special attorneys for state 
boards and officers, and the payment of such attorney 
shall be from the proceeds of the assets of the bank 
with whose liquidation he becomes thereby connected. 
The commissioner of banks shall require from each 
special deputy examiner such security for the faithful 
discharge of his duties as he may deem proper. The 
commissioner of banks shall cause notice to be given 
by advertisement in a legal newspaper in the city or 
village where such bank is located, or, if none in such 
city or village, then in the county, weekly for five (5) 
consecutive weeks, calling on all persons who may 
have claims against such bank to present the same 
to the commissioner of banks, and make legal proof 
thereof at a place and within a time not earlier than 
one week after the last day of publication, which time 
and place shall be specified in said notice. The com­
missioner of banks shall mail a similar notice to all 
persons whose names appear as creditors upon the 
books of the bank. If the commissioner of banks 
doubts the justice and validity of any claim he may 
reject the same and serve notice of such rejection 
upon the claimant, either by mail or personally. An 
affidavit of the service of such notice made according 
to law shall be filed with the commissioner of banks. 
An action upon a claim so rejected must be brought 
within sixty days after such service and the filing of 
proof thereof. The venue of such action shall be in 
the county in which such bank is located, and such 
action shall be brought jointly against the bank and the 
commissioner of banks as statutory liquidator of said 
bank. Any person having a claim against such bank 
and not presented and filed within the time fixed in 
the notice to creditors may present the same and the 
commissioner of banks shall allow or reject the same 
in whole or in part as hereinbefore provided, and suit 
on such rejected claim not filed within the time fixed 
by the notice shall be brought within thirty days after 
the service and filing of proof of such rejection. Any 
claim not filed within the time fixed in the notice to 
creditors but received and filed as by this section pro­
vided and duly allowed, shall participate and share in 
such dividends only as shall be paid from the proceeds 
of those assets remaining undistributed at the time of 
filing of such claim. No interest shall be allowed or 
paid on any deposit or other claim from and after the 
closing of the bank and the taking over of the same 
by the commissioner of banks for purposes of liquida­
tion. Upon taking possession of the property and 
assets of such bank the commissioner of banks shall 

make an inventory of the assets of such bank in 
duplicate, one to be filed in the office of the com­
missioner of banks and one in the office of the clerk of 
district court of the county in which the principal 
office of such bank was located. Upon the expiration 
of the time fixed for the presentation of claims, the 
commissioner of banks shall make in duplicate a com­
plete list of the claims presented, including and speci­
fying such claims as have been rejected by him, 
one such list to be filed in his office and one in the 
office of said clerk of district court. Such inventory 
and list of claims shall be open at all reasonable 
times to inspection. The compensation of the special 
deputy examiners and the other employes and 
assistants of the commissioner of banks, except legal 
counsel, and all expenses of supervision and liquida­
tion hall be fixed by the commissioner of banks, sub­
ject to the approval of the district court of the county 
in which said bank is located, after notice fixing the 
time and place when the commissioner of banks will 
hear and fix the amount of all such expenses, and the 
amount so fixed and the compensation of legal counsel 
as fixed by the attorney general, shall be paid upon 
the certificates of the commissioner of banks and the 
attorney general respectively, out of the funds of such 
bank in the hands of the commissioner of banks. The 
moneys collected by the commissioner of banks shall 
be from time to time deposited in one or more state 
banks or trust companies, and, in case of a suspension 
or insolvency of the depository, such deposits shall 
be preferred before all of the deposits. At any time 
after the expiration of a date fixed for the presenta­
tion of claims the commissioner of banks may, out 
of the funds remaining in hands after the payments of 
expenses, declare one or more dividends, and after the, 
expiration of one year from the first publication of 
notice to creditors he may declare a final dividend, 
such dividends to be paid to such persons and in such 
amounts and upon such notice as may be directed by 
the said district court. Objections to any claim not 
rejected by the commissioner of banks may be made 
by any party interested by filing a copy of such 
objections with the commissioner of banks, who shall 
present the same to the district court at the time of 
the next application to declare a dividend. Whenever 
any such bank of whose property and business the 
commissioner of banks has taken possession as afore­
said, deems itself aggrieved thereby it may at any 
time within ten days after such taking possession 
apply to the district court of the county in which such 
bank is located to enjoin further proceedings, and 
said court, after citing the commissioner of banks to 
show cause why further proceedings should not be 
enjoined, and hearing the allegations and proofs of 
the parties in determining the facts, may, upon the 
merits, dismiss such application or enjoin the com­
missioner of banks from further proceedings and 
direct him to surrender such business and property 
to such bank. Whenever the commissioner of banks 
shall have paid each and every depositor and creditor 
of such bank (not including stockholders) whose claim 
or claims as such creditor or depositor shall have been 
duly approved and allowed, the full amount of such 
claims, and shall have made proper provision for un­
claimed and unpaid deposits or dividends and shall 
have paid all the expenses of the liquidation, the 
commissioner of banks shall call a meeting of the 
stockholders of such corporation by giving notice 
thereof for ten days by publishing such notice in one 
or more newspapers of the county where the bank is 
located. At such meeting the stockholders shall 
determine whether the commissioner of banks shall be 
continued as liquidator and shall wind up the affairs 
of such bank, or whether an agent or agents shall 
be elected for that purpose, and in so determining the 
said stockholders shall vote by ballot, in person or 
by proxy, each share of stock entitling the holder 
to one vote, and the majority of the stock shall be 
necessary to a determination. In case it is determined 
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to continue the liquidation under the commissioner 
of banks he shall complete the liquidation of the 
affairs of such corporation, and after paying the ex­
penses thereof, if there are proceeds of liquidation as 
yet undistributed he shall reimburse those stock­
holders who paid their stock assessments pursuant to 
the order for assessment to the extent that each has 
paid, and if the proceeds are insufficient to reimburse 
such paying stockholders in full, then in just propor­
tion. Any proceeds remaining undistributed after such 
paying stockholders have been reimbursed as by this 
act provided shall be distributed among all the stock­
holders in proportion to their several holdings of 
stock in such manner and upon such notice as may be 
directed by the district court. In case it is determined 
to appoint an agent or agents to liquidate, the stock­
holders shall thereupon select such agent or agents 
by ballot, a majority of the stock present and voting, 
in person or by proxy, being necessary to a choice. 
Such agent or agents shall execute and file with the 
commissioner of banks a bond to the state of Minne­
sota, in such amount with such sureties and in such 
form as shall be approved by the commissioner of 
banks, conditioned for the faithful performance of all 
the duties of his or their trust, and thereupon the 
commissioner of banks shall transfer and deliver to 
such agent or agents all the undivided or uncollected 
or other assets of such corporation then remaining in 
his hands, and upon such transfer and delivery, the 
said commissioner of banks, shall be discharged from 
any and all further liability to such bank and its 
creditors. Such agent or agents shall convert the 
assets coming into his or their possession into cash 
and shall account for and make distribution of the 
property of such bank as is herein provided in the 
case of distribution by the commissioner of banks, 
except that the expenses thereof shall be subject to 
the direction and control of the said district court. 
In case of the death, removal or refusal to act of 
any such agent or agents, the stockholders, on the 
same notice as that after which they were elected 
and in the same way, may elect a successor who shall 
have the same powers and be subject to the same 
liabilities and duties as the agent originally elected. 

Dividends on deposits and other claims unclaimed 
up to the time of the application of the commissioner 
of banks for authority to pay a final dividend shall 
in just proportion be paid to other depositors and 
creditors who have duly filed their claims and who 
are entitled to participate in such final dividend. 
Final dividends unclaimed shall after the expiration of 
one year from the date of the court order authorizing 
the payment of the final dividend be paid to the State 
Treasurer and by him credited to the general revenue 
fund. Section 2. All acts or parts of acts in­
consistent herewith are hereby repealed. ('09, c. 179, 
§3; G. S. '13, §6370; Apr. 8, 1933, c. 168.) 

The debtor of an insolvent bank when sued by its 
receiver, cannot set off his liability as a surety for the 
bank upon a depository bond. 172M80, 214NW792. 

City did not have a preferred claim against an in­
solvent bank in which it had made deposits in excess of 
collateral securities deposited by depository bank under 
§1973-1. 172M324, 215NW174. 

Where an unauthorized pledge of assets is made by 
bank and it becomes insolvent, receiver may recover 
assets pledged, or damages, if they have been converted. 
174M286, 219NW163.' 

Purchaser of a bank draft, a cashier's check or a 
certified check becomes a general creditor of the bank 
and is not entitled to a preference. 174M500, 219NW863. 

A fund left in a bank in escrow for the agreed specific 
purpose of being paid over to a third person upon com­
pletion of a land sale is a t rus t fund and the owner of 
such fund is entitled to recover it as a preference from 
a receiver of the bank, where there has been at all t imes 
an amount sufficient to cover the t rus t fund. 175M88, 
220NW168. 

Commingled fund as t rus t fund entitled to preference 
on insolvency of bank. 175M336, 221NW236. 

Money deposited in a bank without author i ty of the 
one for whom it was deposited constituted a t rus t fund 
and not merely a debt. 176M108, 222NW576. 

Where depositor gives check to bank request ing sum 
to be remitted to another person, the t ransact ion is 

equivalent to payment in cash to bank for special pur­
pose. 176M384, 223NW622. 

County to whose credit taxpayers had deposited money 
held entitled to preference. 17GM594, 224NW159. 

Where bank mailed unaccepted time certificate of de­
posit instead of credit ing proceeds of conveyance to 
checking account, owner of the money was entitled to 
preferred claim. Emerson v. V., 176M584, 224NW239. 

Deposit by t reasurer of village for a specific purpose, 
held not a special one enti t l ing t reasurer to preference. 
177M51, 224NW258. 

Where bank, act ing as collection agent only receives 
and accepts a payment of a check, held by it for collec­
tion, checks on itself drawn by its own depositors, which 
checks are good and are duly debited, it s tands in the 
same position as if it has received payment in cash, and 
a preference is created. 178MG4, 225NW916. 

General deposit held not preferred claim. 180M342, 
280NW817. 

Deposit of village money held to create a t rus t ent i t l ­
ing village to preferred claim. 180M418, 230NW889. 

Depositor was not entitled to preference over general 
creditors where he drew check and bank charged his 
account and drew cashier 's check, which was in course 
of clearance at time of going into liquidation. County 
of Lincoln v. F., 182M291. 234NW449. See Dun. Dig. 
824d. 

The deposit by an agent in his bank of moneys re ­
ceived as rents from his principal's property held not 
to create a t rus t under the circumstances s ta ted in the 
opinion. Lambrecht v. M., 182M442, 234NW869. See Dun. 
Dig. 824d, 2159. 

Where bank deeded realty to a company to have it 
execute and deliver a mortgage to plaintiff, and plain­
tiff's money went to the bank which used it, plaintiff 
had a valid claim against the commissioner of banks 
who had taken over the bank for liquidation, and this 
liability was not affected by extension of time to the 
mortgagor. Agricul tural Credit Corp. v. S., 184M68, 237 
NW823. See Dun. Dig. 824d. 

Section is not unconsti tutional as a t tempt to delegate 
judicial power to the commissioner of banks, and does 
not confer such power. American State Bank of Min­
neapolis v. J., 184M498, 239NW144. See Dun. Dig. 824d. 

This law is not unconstitutional as an a t tempt to de­
prive a bank or its stockholders of property without due 
process of law. Americaan State Bank of Minneapolis 
v X, 184M498, 239NW144. See Dun. Dig. 824d. 

The deposit of money by a guardian in his name as 
such, unless there be special circumstances making it 
otherwise, is a general deposit. Ottawa Banking & 
Trust Co. v. C, 185M22, 239NW666. See Dun. Dig. 786b 
(54). 

Evidence sustains finding tha t receiver of an insolvent 
corporation made a special deposit of receivership funds 
in the bank under an agreement tha t such deposit should 
remain intact to pay the dividends to be declared in re ­
ceivership. Hurley v. M., 185M56, 239NW769. See Dun. 
Dig. 786b. 

Where president of, bank knowing it is hopelessly in­
solvent accepts a deposit, the fraud avoids implied con­
t rac t by which relationship of debtor and creditor would 
ordinarily arise. Forsythe v. F., 185M255, 241NW66. See 
Dun. Dig. 780. 

Mere insolvency of a bank coupled with fact t h a t bank 
officials have good reasons to know of such insolvency 
does not make a deposit a t rus t fund. Forsythe v. F., 
185M255, 241NW66. See Dun. Dig. 786b. 

One ent rus t ing funds to t rus t department of a s ta te 
bank, which failed to keep the fund intact, was entitled 
to a preferred claim. Benson v. A., 185M541, 241NW794. 
See Dun. Dig. 786b, 842d. 

Funds deposited in s ta te bank by guardian of mental ly 
incapacitated and permanently disabled world w a r 
veteran were funds of United States and entitled to 
preference. Anderson v. O., 186M396, 243NW398. 

Purchaser of draft from bank held not' entitled to 
preference over other general creditors. Paul v. F., 187 
M411, 245NW832. See Dun. Dig. 824d. 

Money deposited by clerk of court for benefit of heirs 
in condemnation proceedings, held special deposit en­
titled to preference on insolvency of bank. Luiten v. 
P., 249NW420. See Dun. Dig. 786b. 

Pledgee is proper par ty to bring action on bills pay­
able pledged by band. Op. Atty. Gen., May 22, 1929. 

Members of depositors' committee are not entitled to 
compensation for services. Op. Atty. Gen., Feb. 11, 
1933. 

Expense of reorganization under Laws 1933, c. 55, Is 
preferred claim. Op. Atty. Gen., Apr. 4, 1933. 

Money received by industrial commission from Spell-
man Fund under §3183-18% belongs to state, and is 
preferred claim against depositary. Op. Atty. Gen., Apr. 
8, 1933. 

Certificate of deposit held not a preferred claim 
against closed bank. Op. Atty. Gen., Apr. 10, 1933. 

Holders of drafts issued in payment of cash let ters 
which did not clear prior to closing of bank are only 
general creditors and are not entitled to preference. Op. 
Atty. Gen., June 7, 1933. 

Date claimants are not entitled to share in dividends 
already paid. Op. Atty. Gen., June 14, 1933. 

Claims based on duress issued on payment of cash 
let ters which did not clear prior to closing of bank are 
preferred. Op. Atty. Gen., June 28, reversing June 7, 
1933. 
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7690. Banks In possession of Commissioner of 
Banks or in liquidation—powers of Commissioner— 
Certificates.—That in all cases where the commis­
sioner of banks of this state has taken possession of 
the property and business of any bank, or any such 
bank is in the process of liquidation by him, pursuant 
to the laws of this state, such commissioner of banks 
may in the name of any such bank or in his own name 
as commissioner of banks of the state of Minnesota, 
for the use of any such bank, bring and carry to an 
end all necessary actions in the proper courts to re­
duce the assets of any such bank to money and to 
protect the property and rights of any such bank, and 
to that end may in the name of any such bank or in 
his own name as commissioner of banks, execute all 
bonds and other papers necessary to carry on any such 
actions, and may in the name of any such bank, 
satisfy, discharge and assign by written instrument, 
any and all real estate and chattel mortgages and all 
other liens held by any such bank and may in the 
name of any such bank foreclose by advertisement 
in the manner provided by the laws of this state, any 
real estate mortgage held by any such bank and to 
execute in the name of any such bank to the attorney 
employed to foreclose any such mortgage by advertise­
ment the power of attorney required by the laws of 
this state in case of foreclosure of mortgages by ad­
vertisement. Such commissioner of banks prior to 
any sale under such foreclosure proceedings shall file 
for record in the office of the register of deeds of the 
county where any land affected by any such fore­
closure sale is situated, a'certificate under his hand as 
such commissioner of banks, stating therein the 
corporate name of the bank affected; its principal 
place of business; that as such commissioner of banks 
he has taken possession of the property and business 
of such bank under the laws of the state and the date 
of such taking possession thereof; that such bank 
is in process of liquidation by him, pursuant to the 
laws of this state if such be the fact. A like certificate 
shall filed for record by such commissioner of banks 
in the office where any such mortgage or lien is 
recorded. Such certificate, or a duly certified copy 
thereof, shall be prima facie evidence of the facts 
therein set forth. Only one such certificate need be 
filed as hereinbefore provided by this section for each 
bank in liquidation. All foreclosure proceedings here­
tofore conducted, whether such certificate was filed 
for record as to each such foreclosure or not, are 
hereby validated if one such certificate has been so 
filed as to each bank in liquidation. 

A like certificate shall be filed by such commis­
sioner of banks in the office of the clerk of the district 
court in any county where any action or proceeding 
affecting any such bank or its property shall be 
brought in any court, in the name of any such bank 
or in the name of such commissioner of banks, for 
its use prior to the entry of judgment therein or the 
entry of any final order in any such proceeding, and 
such certificate, or duly certified copy thereof, shall 
be prima facie evidence of the facts therein set forth. 

That where such commissioner of banks has here­
tofore taken possession of the property and business 
of any such bank or the same is in process of liquida­
tion by the commissioner of banks, pursuant to the 
laws of this state, and actions have been heretofore 
brought in the name of any such bank or in the name 
of such commissioner of banks for the use of any 
such bank in any court of the state, all such actions 
and all orders and judgments that have heretofore 
been entered therein or may hereafter be entered 
therein be and the same are hereby in all things 
validated on the filing of the certificate hereinbefore 
provided for in the court wherein any such action or 
proceeding is or has been pending. 

This act shall not affect any action now pending 
in any court in this state, affecting any such action 

or judgment. (G. S. '13, §6371; '13, c. 447, §1; Feb. 
2, 1933, c. 10, §1.) 

Commissioner of banks may lease vacant bank build­
ing to government wi thout order of court. Op. Atty. 
Gen., June 6, 1933. 

7690-1 . Reorganization plans of insolvent banks. 
Action of commissioner in approving a reorganization 

agreement Under this act is not conclusive upon cred­
itors who do not assent thereto. 174M36, 218NW238. 

The commissioner of bank is given practically ent i re 
control over liquidation of s ta te banks and to represent 
and act for the bank, i ts stockholders and all i ts cred­
itors. 174M36, 218NW238. 

This act is valid. 174M3G, 218NW238. 
This section does not impair obligation of contract 

made after it went into effect. 174M36, 218NV238. 
Constitutional as to depositors becoming such after 

passage of act, and is wi thout application to preexist ing 
depositors except those whose surrendered certificates of 
deposit before the s t a tu te took effect and took new cer­
tificates after such effective date. 180M113, 230NW267. 

A bank having resolved to reorganize under Laws 
1933, c. 55, may not thereafter abandon such plans and 
go into voluntary liquidation under same chapter. Op. 
Atty. Gen., May 16, 1933. 

There can be no enforcement of stockholders ' liability 
unless bank is, in fact, insolvent. Op. Atty. Gen., May 
16, 1933. 

7690-5. Bank directors may suspend business.— 
Whenever the board of directors of a bank organized 
and existing by virtue of the laws of the State of . 
Minnesota by resolution determine that it is unsafe 
and inexpedient for said bank to continue in business, 
it shall be lawful for said board to suspend 
temporarily the business of said bank for a period of 
not more than 15 days. The board of directors shall 
thereupon immediately present to the commissioner 
of banks a plan of reorganization calculated to put 
said bank in a safe condition and for continuing said 
bank as a going institution. The Commissioner of 
Banks shall forwith make an investigation of the 
assets and liabilities of said bank and determine its 
financial condition and whether said plan is for the 
best interests of the depositors. Upon approval in 
writing by the Commissioner of Banks of said plan, 
the same shall become effective when assented to in 
writing by the owners of not less than 90% of the 
total amount of desposits and unsecured claims of 
such bank, provided that by the total amount of 
deposits and unsecured claims is meant the total 
thereof after excluding therefrom all deposits men­
tioned in Section 3 of this Act and deposits that may 
not be legally reduced without an order of Court, or 
otherwise, and provided that the Commissioner of 
Banks is satisfied that the stockholders have made 
such contribution to the assets of the bank as the 
Commissioner of Banks may deem just and equitable. 
Thereafter, all other depositors and unsecured 
creditors shall oe subject to such agreement and plan 
to the same extent and with the same effect as if 
they had joined in the execution thereof and had 
consented thereto; and the claims of such persons 
shall be thereafter treated in all respects the same 
as if they had joined in the execution of said agree­
ment and consented thereto. That whenever under 
such an agreement and plan there has been a re­
duction of the amount or value of deposits and un­
secured claims, if during the two years following the 
date of such agreement there shall be an increase 
in the total value of the assets and securities owned 
by the bank at the time of such agreement or in assets 
and securities substituted therefor, which increase 
is more than 5 % of the value at the time of such 
agreement such surplus increase shall be redistributed 
to the holders of such deposits and unsecured claims, 
or their assigns which were reduced. Provided, that 
nothing contained in any such agreement shall be 
construed to release any stockholder of any such 
bank from liability upon his stock nor as releasing 
any person or corporation as surety or otherwise to 
any depositor and any such agreement purporting to 
release any such stockholder or person or corpora­
tion liable as surety shall be void. All remedies 
provided by law for enforcing stockholders', liability 
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or the liability of any surety are hereby preserved. 
(Act Feb. 28, 1933, c. 39, §1.) 

7690-6. No business to be transacted during suspen­
sion.—During said period of suspension, no banking 
business shall be transacted by the suspended bank, 
and no other banking institution having knowledge 
of such suspension shall honor drafts, checks, or other 
items of exchange drawn by or on such suspended 
bank. (Act Feb. 28, 1933, c. 39, §2.) 

7690-7. Exceptions.—Deposits of the United States, 
of the State of Minnesota, and of the counties, cities, 
villages, boroughs, townships and school districts of 
said state are exempt from the operation of this act. 
(Act. Feb. 28, 1933, c. 39, §3.) 

7690-8. Effective until January 15, 1935.—This 
act shall take effect and be in force from and after its 
passage until January 15th, 1935; provided that it 
is hereby declared as legislative intent that an 
emergency exists under the police power of the state, 
and that at any time prior to said date of January 15, 
19 35, the Governor may make, and file in the office of 
the Secretary of State, an order suspending and 
rendering inoperative all of tho provisions of this act, 
and thereupon this act and all of the provisions there­
of shall be in all matters suspended and inoperative, 
except as to those banks that may then have been 
reorganized under the provisions of this act. (Act 
Feb. 28, 1933, c. 39, §4.) 

7690-9. Provisions separable.—If any section, sub­
section, clause or phrase of this act is for any reason 
held to be unconstitutional or invalid, such decision 
shall not effect the validity of the remaining portions 
of this act. (Act Feb. 28, 1933, c. 39,. §5.) 

7690-10. Definitions.—Wherever used in this act 
the following words or phrases shall be deemed to 
have the following meaning, namely: 

"Bank"—shall mean any state bank, savings bank 
or trust company doing a banking business under the 
laws of this State. 

"Period of Reorganization"—shall mean the thirty 
day or additional sixty or one hundred and eighty day 
periods or such shorter time as the Commissioner 
of Banks may determine during which the bank is 
in process of reorganization. 

"Reorganized Bank"—shall mean any bank 
reorganized under the provisions of this Act from 
and after the date the plan of reorganization is 
declared effective by the Commissioner.of Banks. (Act 
Mar. 3, 1933, c. 55, §1; Apr. 15, 1933, c. 277, §1.) 

7690-11. Bank may be declared to be in process of 
reorganization.—Whenever the Board of Directors or 
Trustees of any bank shall have adopted a resolution 
declaring an emergency to exist in the affairs of said 
bank rendering it advisable to invoke, the provisions 
of this Act, the Commissioner of Banks, having first 
given his written approval of such action, may declare 
said bank to be in process of reorganization for a 
period of thirty days thereafter subject to the right 
of the Commissioner of Banks if he deems such action 
to be for the best interests of the debtors and 
creditors of such bank to—-

(a) Extend the period of reorganization for a 
further period of not to exceed sixty (60) additional 
days; provided, however, that during the year of 
1933 only, the Commissioner of Banks, if he deems 
it necessary, may extend the period of reorganization 
for not more than one hundred and eighty (180) days 
from and after the end of said sixty (60) day period; 

(b) Terminate the period of reorganization and 
declare the same at an end. 

During said period of reorganization said bank shall 
remain open and be operated by the directors and 
officers thereof but under the supervision of the Com­
missioner of Banks and shall carry on its operations 
subject to such rules and regulations and- restrictions 
as the Commissioner of Banks shall approve as being 
for the best interests of the debtors and creditors of 
such institution, including the right to prohibit or limit 

withdrawal of funds on deposit, but all such rules, 
regulations or restrictions as applied to any one bank 
shall be general in character and shall apply equally 
to all deposits or claims of a similar class -of said 
bank. During such period of reorganization all the 
remedies at law or in equity of any creditor or stock­
holder for the enforcement of any claim against 
such bank shall be suspended and the statute of 
limitations against such claims or rights shall be 
tolled during said period. 

The reorganization of said bank not having been 
effected prior to the expiration of said period of 
reorganization as originally declared or extended, 
the Commissioner of Banks in his discretion may take 
possession of the property and business of said bank 
and proceed to liquidate the same in accordance with 
the statutes relating thereto. (Act Mar. 3, 1933, c. 
55, §2; Apr. 15, 1933, c. 277, §2.) 

7690-12. Reorganization.—During said period of 
reorganization said bank may be reorganized in ac­
cordance with a written plan approved in writing by 
the Commissioner of Banks and by the owners of not 
less than sixty-six and two-thirds per cent. (66-2/3 
%) of the total amount of deposits of, or unsecured 
liquidated claims against said bank after deducting 
from said deposits or unsecured liquidated claims 
any legal off-sets thereto, deposits entitled to priority 
of payment, deposits or claims which cannot be 
reduced without an order of the Court, and deposits 
of the United States, of the State of Minnesota, and 
of the counties, cities, villages, boroughs, townships 
and school districts of said state. 

Upon such approval being obtained the Commis­
sioner of Banks shall declare the plan of reorganiza­
tion effective as of a date to be fixed in said declara­
tion. Those depositors and unsecured creditors not 
approving such plan shall nevertheless be subject to 
the plan and bound thereby to the same extent and 
with the same effect as if they had approved it. (Act 
Mar. 3, 1933, c. 55, §3, Apr. 15, 1933, c. 277, §3.) 

Non-assenting stockholder or creditor is bound by 
plans (or reorganization when approved by commission­
er of banking and owners of 66 2/3% of outstanding de­
posits and unsecured claims. Op. Atty. Gen., May 18, 
1933. 

Depositor's agreement must be nled in district court if 
agreement so provides. Op. Atty. Gen., Aug. 8, 1933. 

7690-13. Provisions of reorganization.—Such plan 
of reorganization may contain any or all of the follow­
ing provisions: 

(a) placing in the hands of a liquidating agent 
or agents, corporate or individual, of the non-
liquid assets of the bank to be held and 
liquidated for the benefit of the creditors of 
the bank existing at the beginning of the 
period of reorganization in accordance with 
their respective rights and priorities, If any, 
and thereafter for the benefit of the reorgan­
ized bank. Said liquidating agent or agents 
shall be appointed and act under the jurisdic­
tion of, and report to, the District Court of 
the County wherein said bank is located. The 
expenses of said liquidating agent or agents 
shall be paid from the assets in its, his or 
their possession. 

(b) reducing the amount of the debtor liability of 
the reorganized bank to depositors and un­
secured creditors existing at the begining of 
the period of reorganization to a sum 
equivalent to the then market value of the 
assets of the bank carried forward into the 
reorganized bank and, with the written con­
sent of the depositor or unsecured creditor, 
limiting the time and method of withdrawal 
thereof. 

(c) providing that the deposit liabilities of the 
reorganized bank (i. e., those of old depositors 
carried forward as liabilities of the reorgan­
ized bank by way of reduced deposit liability 
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and deposits arising during the period of and 
after reorganization) may have priority of 
payment over the claims of the old depositors 
and unsecured creditors existing at the begin­
ning of the period of reorganization to the ex­
tent that the claims of said old depositors or un­
secured creditors have been transferred to the 
assets in the hands of the liquidating agent or 
agents, and not carried forward as a liability 
under the plan of reorganization against the 
reorganized bank. (Act Mar. 3, 1933, c. 55, 
§4; Apr. 15, 1933, c. 277, §4.) 

7600-14. 31ay receive deposits under certain con­
ditions.—During the period of reorganization the 
bank may, with the approval of the Commissioner of 
Banks, receive non-interest-bearing deposits. All 
deposits so made shall be segregated from the other 
assets of the bank and retained as cash, or deposited 
in the Federal Reserve Bank of Minneapolis; shall be 
utilized solely for the purpose of repaying deposits so 
made and shall be deemed a trust fund therefor. 
Deposits made other than in cash shall be received 
for collection only and shall be treated as a deposit 
only when and as said bank shall actually have re­
ceived the cash therefor. (Act Mar. 3, 1933, c. 55, 
§5; Mar. 17, 1933, c. 92; Apr. 15, 1933, c. 277, §5.) 

Sec. 13 of Act Apr. 15, 1333, cited, repeals Laws 1933, 
c. 92, which amended Laws 1933, c. 41(55) §5, which is 
again amended by §5 of this act. 

Act Mar. 17, 1933, cited, purports to amend "Laws 1933, 
chapter 41, §5." The act relating to the subject matter 
of the amendment is chapter 55 of Laws 1933. Act Mar. 
17, 1933, was repealed by Act Apr. 15, 1933, c. 277, §13. 
Sec. 5 of the latter act amended this section to read as 
above. 

7690-15. Commissioner may levy assessment.— 
Whenever it appears to the Commissioner of Banks 
wise or advisable in order to effectuate the reorgan­
ization of any bank under this Act, said Commissioner 
of Banks may levy an assessment payable forthwith 
upon the stockholders thereof, pro-rata, according to 
the capital stock held by each at such amount as he 
deems necessary, not exceeding their liability under 
the Consitution. (Act Mar. 3, 1933, c. 55, §6, Apr. 
15, 1933, c. 277, §6.) 

7690-16. May sell stock upon failure to pay assess­
ment.—On failure of any stockholder to pay said 
assessment the Commissioner of Banks may order the 
Board of Directors of said bank to sell, and the lat­
ter shall thereupon sell the stock of said stockholder 
at public or private sale on ten days published notice 
in a newspaper in the county. (Act Mar. 3, 1933, c. 
55, §7; Apr. 15, 1933, c. 277, §7.) 

7690-17. Exemptions.—Deposits of the United 
States, of the State of Minnesota, and of the counties, 
cities, villages, boroughs, townships, school districts 
of said state and deposits of banks in liquidation held 
by the Commissioner of Banks and deposits of cor­
porations and associations organized for the relief 
of the poor and/or the unemployed are exempt from 
the operation of this Act. (Act Mar. 3, 1933, c. 55, 
§8; Apr. 15, 1933, c. 277, §8.) 

Funds in hands of Firemen's Relief Association are 
not public funds to extent that they are a preferred 
claim against bank and required to be paid over without 
restrictions or deduction by bank opened after bank 
holiday. Op. Atty. Gen., June 1, 1933. 

7690-18. Not to relieve stockholders of constitu­
tional liability.—Nothing in this Act shall be con­
strued as, nor shall any reorganization plan or agree­
ment contain any provision, releasing any stockhold­
er of the bank from his liability upon his stock, nor 
as releasing any person or corporation as surety or 
otherwise to any depositor, and any such agreement 
purporting to release any such stockholder or person 
or corporation liable as surety shall be void. All 
remedies provided by law for enforcing stockholders' 
liability or the liability of any surety are, except as 
herein expressly provided to the contrary, preserved. 
(Act Mar. 3, 1933, c. 55, §9; Apr. 15, 1933, c. 277, 
§9.) 

7690-18a. Expense of reorganization to be paid by 
bank.—All expense of the Commissioner of Banks 
incidental to the reorganization, reopening and/or 
supervision of banks under the provisions of this Act 
and Acts amendatory thereto, shall be paid by those 
banks so reorganized, reopened and/or supervised or 
attempting reorganization. The Commissioner of 
Banks may from time to time demand from each such 
bank reimbursement and payment of such expenses, 
and the demanded sum shall be paid within ten days 
after demand therefor. On receipt of such sums, the 
Commissioner of Banks shall credit the same to a 
fund in his department to be known as "Reorganiza­
tion Revolving Fund," which fund shall be examined 
by the public examiner annually, and out of such 
fund the Commissioner of Banks shall liquidate the 
expenses so incurred. (Act Mar. 3, 1933, c. 55, §10; 
Apr. 15, 1933, c. 277, §10.) 

7690-19. Effective until January 15, 1935.—This 
Act shall take effect and be in force from and after 
its passage until January 15, 1935, and it is hereby 
declared as legislative intent that an emergency ex­
ists under the police power of the state, rendering the 
passage of this Act necessary and advisable. (Act 
Mar. 3, 1933, c. 55, §11; Apr. 15, 1933, c. 277, §11.) 

7690-30. Provisions separable.—If any section, 
sub-section, clause or phrase of this Act is for any 
reason held to be unconstitutional or invalid, such 
decision shall not affect the validity of the remain­
ing portions of this Act. (Act Mar. 3, 1933, c. 55, 
§12; Apr. 15, 1933, c. 277, §12.) 

7690-21. Commissioner of banks may borrow mon­
ey in certain cases.—The Commissioner of Banks, for 
the benefit of any bank, savings bank, trust company 
or building and loan association which is in process of 
liquidation by said Commissioner, is authorized to 
borrow money and to issue evidence of indebtedness 
therefor and to secure the repayment of the same by 
the mortgage, pledge, transfer in trust or hypothecation 
of any or all of the property of such bank, savings 
bank, trust company or building and loan association, 
whether real, personal or mixed, and whether or not 
such property is subject to a prior mortgage, pledge 
or hypothecation. Such loans may be obtained for 
the purposes of facilitating liquidation, protecting or 
preserving the assets in his charge, expediting the 
making of distributions and payment of dividends 
to depositors and other creditors, providing for the 
expenses of administration and liquidation and aid­
ing in the reopening or reorganization of such bank, 
savings bank, trust company or building and loan as­
sociation, or its merger or consolidation with another 
bank, savings bank, trust company or building and 
loan association, or the sale of all of its assets. 

The Commissioner of Banks shall be under no 
personal obligation to repay any such loans so made 
and shall have power to take any and all action nec­
essary or proper to consummate such loan and to 
provide for the repayment thereof. (Act Jan. 10, 
1933, c. 3, §1.) 

Commisioner of banks may release vacant bank build­
ing to government without order of court. Op. Atty. 
Gen., June 6, 1933. 

7690-22. Inconsistent acts repealed.—All laws or 
parts of laws inconsistent or in conflict herewith are 
hereby repealed. (Act Jan. 10, 1933, c. 3, §2.) 

7690-23. Certain Proclamation validated.—That 
certain proclamation made by the Lieutenant Gov­
ernor of the State of Minnesota, acting in the absence 
of its Governor from the State at 8 o'clock A. M. on 
March 4, 1933, by which there was declared and pro­
claimed a temporary banking holiday mandatory for 
all banks in Minnesota, including state, national and 
private banks, savings banks and trust companies, is 
hereby in all respects ratified and confirmed and de­
clared to be in all respects valid, and any and all 
action in compliance therewith taken by such banks 
and trust companies is hereby legalized and declared 
valid. (Act Mar. 6, 1933, c. 56, §1.) 
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7690-24. Bank holiday legalized.—The Fourth day 
of March, 1933, is hereby declared to have been a 
banking holiday for all banks in Minnesota, including 
state and national banks, savings banks and trust 
companies, and to the extent that any such bank, 
savings bank or trust company has refrained from 
the transaction of any banking business on said day, 
such action is hereby in all respects legalized and de­
clared valid. (Act Mar. 6, 1933, c. 56, §2.) 

7690-25. Banking holiday declared.—A Banking 
holiday is hereby declared in the State of Minnesota 
commencing as of the 6th day of March, 1933, and 
ending when and as the Governor of the State shall 
have by proclamation so declared. During, such 
banking holiday all banks, state and national, savings 
banks and trust companies shall refrain from any 
banking business. (Act Mar. 6, 1933, c. 56, §3.) 

7690-26. Banks prohibited from transacting busi­
ness.—By proclamation of the Governor, all state 
banks, savings banks or trust companies shall refrain 
from transacting any banking business on any day 
on which national banks shall be prohibited by Fed­
eral law or proclamation from transacting business. 
(Act Mar. 6, 1933, c. 56, §4.) 

7690-27. Effective on passage.—This Act. shall be 
deemed effective from and after its passage. (Act 
Mar. 6, 1933, c. 56, §5.) 

7690-28. Resumption of banking business—rules 
and regulations.—Whenever any banking holiday, as 
such, shall have existed in this state and shall have 
been duly terminated, any bank, savings bank and 
trust company shall resume business under such rules, 
regulations and restrictions as the Commissioner of 
Banks may prescribe, which rules, regulations and 
restrictions may vary as to different banks, savings 
banks and trust companies and may contain any or 
all of the following amongst other provisions: 

(1) Prohibit or limit the withdrawal of currency 
or money by depositors in such banks, savings 
banks or trust companies or any of them. 

(2) Authorize any bank, savings bank or trust 
company to join with other banks, state and/or 
national, in forming an association for the is­
suance by said associations of secured certifi­
cates of indebtedness, to acquire such certifi­
cates of indebtedness for transaction of its busi­
ness and to pledge from time to time any of its 
assets as security for any certificates so issued 
and acquired by it and to the extent necessary 
therefor any such bank, savings bank or trust 
company is hereby authorized and empowered 
by and with the approval of the Commissioner 
of Banks to so pledge any of its assets for such 
purpose. 

(3) Authorize any bank to issue its own secured 
evidences of indebtedness and pledge any of 
its assets as security therefor and to the extent 
necessary therefor any such bank is hereby au­
thorized and empowered by and with the ap­
proval of the Commissioner of Banks to so 
pledge any of its assets for such purpose. 

(4) Any such rules, regulations or restrictions or 
any authorization given thereunder may be 
terminated or changed by the Commissioner of 
Banks from time to time and new rules, regu­
lations or restrictions or authorizations made 
subject to like power to change. (Act Mar. 6, 
1933, c. 57, §1.) 

7690-29. Provisions separable.—If any section, sub­
section, clause or phrase of this Act is for any reason 
held to be unconstitutional or invalid, such decision 
shall not affect the validity of the remaining portions 
of this Act. (Act Mar. 6, 1933, c. 57, §2.) 

769O-30. Effective on passage and terminable by 
proclamation.—This Act shall take effect from and 
after its passage and shall terminate when and as 
the Governor by proclamation shall have declared the 
emergency which renders the passage of this Act 

necessary ended, but in no event shall the powers 
herein conferred exist beyond January 15th, 1935. 
Upon termination of this Act any bank may continue 
to operate hereunder for such reasonable time and to 
such extent as may be necessary to liquidate said col­
lateral so deposited by it and to pay said certificates 
of indebtedness. (Act Mar. 6, 1933, c. 57, §3.) 

7693. Branch banks prohibited. 
The inhabitants of a community having no local bank 

might install a depository service, providing it is their 
own agency and hot the agency of a bank or banks. Op. 
Atty. Gen., Mar. 25, 1931. 

7694. Liquidation. 
Act is constitutional. Paul v. F., 187M411, 245NW832. 

See Dun. Dig. 824e. 
7697. Clearing houses. 
Act, relating to "clearing house associations." Laws 

1933, c. 58. 
7697-1. Banks may form clearing house associa­

tions.—Any bank, savings bank or trust company may 
join with any other bank, state or national, or group 
of banks, state or national, doing business in this 
State, in the forming of an association called herein 
a "Clearing House Association." (Act Mar. 6, 1933, 
c. 58, §1.) 

7697-2. Powers and purposes.—Any Clearing 
House Association formed under the provisions of 
this Act— 

(1) shall be a non-profit making corporation with­
out corporate stock, and shall have power to 
sue and be sued in its own name. 

(2) may issue non-interest bearing certificates of 
indebtedness secured by collateral furnished by 
its member banks. Such certificates of indebt­
edness shall be the liability solely of the Clear­
ing House Association and redeemable or pay­
able from its assets or the collateral so deposit­
ed with or held by or for it. May be made non­
transferable thirty (30) days after issuance 
and shall be accepted by all member banks at 
par for deposit. Any certificates so deposited 
shall, in the absence of a contrary agreement 
between the depositor and the bank, be repaid 
in like certificates. 

(3) may enter into any agreement under the terms 
of which the collateral so deposited with or held 
by it may be placed in the hands of a third party 
banking institution or trust company, state or 
national, to be held by such third party for the 
benefit of the holders of all of the outstand­
ing certificates of indebtedness of said Clearing 
House Association without priority one over 
the other. Such agreement may contain pro­
visions for the substitution of other collateral 
of at least equal value. 

(4) to adopt such rules and regulations as may 
be necessary or advisable for the conduct of its 
business, and change and modify any rules or 
regulations so made, provided no such change 
or modification shall affect the rights of the 
holder of any then outstanding certificate of 
indebtedness. (Act Mar. 6, 1933, c. 58, §2.) 

7697-3. Articles of Association.—The Association 
shall come into being upon signing of the agreement 
of association by the members thereof. A duplicate 
original of the Articles of Association or Agreement 
of said Clearing House Association and of all rules 
and regulations thereof or any changes or modifica­
tions therein, duly certified by the officers of said 
Association, shall be filed with the Secretary of State 
within fifteen days after the same becomes effective 
and no other filing or publication thereof shall be 
necessary. (Act Mar. 6, 1933, c. 58, §3.) 

7697-4. Exempt from operation of blue sky laws.— 
Certificates of indebtedness issued by a Clearing 
House Association formed hereunder shall be exempt 
from the regulations and jurisdiction of the. Depart­
ment of Commerce, Securities Division, or of any 
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Blue Sky Law, so-called. (Act Mar. 6, 1933, c. 58, 
§4.) 

7607-5. Provisions separable.—If any section, sub­
section, clause or phrase of this Act is for any reason 
held to be unconstitutional or invalid, such decision 
shall not affect the validity of the remaining portions 
of this Act. (Act Mar. 6, 1933, c. 58, §5.) 

7697-0. Effective a t once.—This Act shall take 
effect from and after its passage, and the powers 
herein conferred upon any bank, savings bank or 
trust company to so enter such an Association shall 
terminate on the 15th day of January, 1935, provid­
ed, however, that the governor may, by proclamation, 
terminate the powers herein conferred on any earlier 
date, when and if, in his judgment the emergency, 
making the passage of this Act necessary, ceases to 
exist. Upon the termination of the powers herein 
conferred by lapse of time or by proclamation of the 
governor, no such Clearing House Association shall 
thereafter issue any further certificates of indebted­
ness, and shall cease all operations save and except 
such as are necessary for the retirement and payment 
of all the then outstanding certificates of Indebted­
ness of said Association. (Act Mar. 6, 1933, c. 58, 
§6.) 

7699. Same—Notice to depositor. 
The exclusive power to liquidate insolvent s ta te banks 

is placed in the commissioner of banks, and where he 
has at tempted to exercise such power the district court 
is without jurisdiction to appoint a receiver for such 
banks in proceeding's brought by a judgment creditor 
to enforce the "double" liability of shareholders. North­
western Fuel Co. v. L., 182M276, 234NW304. See Dun. 
Dig. 824b. 

7699-1 . Bonds or contracts of indemnity of officers 
and employes of bank. 

Op. Atty. Gen., May 15, 1933; note under §7688. 
Bank held entitled to recover where its employe acted 

wrongfully or dishonestly and in bad faith resul t ing in 
a money loss. 177M65, 224NW451. 

Evidence sustains the finding tha t notice of loss was 
given in time to indemnity company, except as to one 
item. 177M65. 224NW451. 

BANKS AND TRUST COMPANIES 
7699-5. Consolidation of state banks or trust com­

panies—when author ized^Procedure . 
This act is constitutional. F i rs t Minneapolis Trust Co. 

v. L., 185M121, 240NW459. 

7699-9. Same—Corporate existence merged— 
Rights, powers, obligations, e t c . 

Sureties on bonds securing s ta te deposits held not re ­
leased by the consolidation or merger of the bank with 
another bank. 173M406, 217NW360. 

Consolidation of two s ta te banks under c. 156, Laws 
1925, does not create a novation as to a creditor of one 
of the banks, who t rea ts the merged bank as his debtor. 
173M406. 217NW360. 

Consolidated bank is not county depository though 
both consolidating banks are depositories. Op. Atty. 
Gen., Oct. 4, 1929. 

Where two banks consolidate into a third, a new cor­
poration is created, but the old corporations still exist so 
far as the creditors, depositors, beneficiaries, etc., . of 
such old corporations are concerned. Op. Atty. Gen., 
Feb. 11, 1931. 

This s ta tu te gives double protections in case of merger 
of s ta te t rus t company with national bank—the new 
corporation assumes the liabilities of the merging cor­
poration, and the liability of the stockholders of the 
merging corporation continues. Op. Atty. Gen., Jan. 24, 
1933. 

7699-9%. Consolidation of banks and trust com­
panies.—Upon the consolidation of a Trust Company 
with a National Banking Corporation into a consoli­
dated Banking Corporation as provided by any exist­
ing Act of Congress of the United States, the corpo­
rate existence of such Trust Company shall be merged 
Into that of the consolidated Banking Corporation to 
the same extent and with the same effect provided in 
Section 7699-9, Mason's Statutes of Minnesota for 
1927, relating to the consolidation of two or more 
State Banks or Trust Companies. (Act Apr. 25, 1931, 
c. 348.) 

7699-13%. Rate of interest on savings deposits.— 
No state bank or trust company shall pay interest on 

deposits at a greater rate than four per cent per 
annum, provided that interest at that rate per an­
num may be credited or paid on savings accounts 
quarterly or semi-annually, and interest at that rate 
per annum may be paid on certificates of deposit not 
oftener than every six months. (Act Apr. 9, 1929, 
c. 144, §1.) 

7699-13 ^ a. Violation a misdemeanor.—Any per­
son or officer of such state bank or trust company 
who knowingly or wilfully accepts deposits with an 
agreement or understanding either directly or Indi­
rectly on the part of said bank or trust company to 
pay a larger rate of interest than that herein pro­
vided, shall be guilty of a misdemeanor. (Act Apr. 
9, 1929, c. 144, §2.) v 

7699-13 %b. Application.—The provisions of this 
act shall not apply to any existing contract. (Act 
Apr. 9, 1929, c. 144, §3.) 

7699-13%c. Application.—The provisions of this 
act shall not apply to mutual savings banks. (Act 
Apr. 9, 1929, c. 144, §4.) 

7699-14. Banks may not pledge assets—exceptions. 
—No bank or trust company shall pledge, hypothe­
cate, assign, transfer or create a lien upon or charge 
against any of its assets except to the state or to 
secure public deposits or to secure money borrowed 
in good faith from other banks or trust companies, 
or from any financial agency created by an Act of 
Congress, provided, that this section shall not be 
construed to permit the use of any assets as security 
for public deposits other than the securities made 
eligible by law for that purpose. ('27, c. 257, §1; 
Apr. 25, 1931, c. 341; Apr. 4, 1933, c. 149, §1.) 

Sec. 2 of Act Apr. 4, 1933, cited, provides that the act 
shall t ake effect from its passage. 

175M363, 221NW242. 
A bank has no power to pledge any of Its assets to 

secure the repayment of the deposits, except as given by 
the s ta tu tes . 174M286, 219NW163. 

Where an unauthorized pledge of assets is made by 
bank and it becomes insolvent, receiver may recover 
assets pledged, or damages, if they have been converted. 
174M286, 219NW163. 

A contract of pledge of collateral securities to secure 
any indebtedness or obligation owing from foreign bank 
to Minnesota bank, made and to be performed in Minne­
sota, is a Minnesota contract and is not ultra vires 
though forbidden by s ta tu te of other s tate . 175M555, 
222NW274. 

While a s ta te bank may give a bond to secure the 
government for deposit of postal savings, it may not 
pledge any portion of i ts assets. Op. Atty. Gen., May 
22, 1931. 

A bank cannot pledge a customer's notes to secure pub­
lic deposits. Op. Atty. Gen., June 11, 1931. 

A bank had no legal author i ty to pledge certificates 
of deposit, but in view of Laws 1931, c. 296, school dis­
t r ict wa r ran t s may be pledged to secure public deposits. 
Op. Atty. Gen., Aug. 18, 1931. 

County had no valid claim upon deposited collateral 
not authorized by laws or approved by county board. 
Op. Atty. Gen., Apr. 21. 1932. 

Moneys of universi ty societies are not public moneys. 
Op. Atty. Gen., June 12, 1933. 

State banks may borrow money on proposed recon­
struction finance corporation capital notes arid deben­
tures. Op. Atty. Gen.. Aug. 12, 1933. 

Money borrowed by s ta te bank on reconstruction fi­
nance corporation debenture may be considered as ad­
ditional capital. Id. 

(3). 
Depository for county funds may deposit and assign 

county war ran t s as collateral security. Op. Atty. Gen., 
May 31, 1932. 

7699-20. Assessments against stockholders of in­
solvent banks, etc. 

Laws 1927, c. 254, sufficiently safeguards the r ights of 
stockholders of banks. American State Bank of Minne­
apolis v. J., 184M498, 239NW144. See Dun. Dig. 802. 

SAVINGS BANKS 
7 7 1 1 . l leposits by minor or in trust, etc. 
Deposit in bank in name of another, held to consti­

tute a gift to the person named. 179M430, 229NW865. 
Evidence held to show tha t deceased in making joint 

deposit in bank intended to create joint ownership. 179 
M428, 229NW867. 

7714. Authorized securities for savings banks .— 
* * * * * * 
3. In the legally issued bonds or certificates of 

indebtedness of any city of this state containing over 

562 



CH. 58—CORPORATIONS §7714 

50,000 inhabitants, or of any board'of any such city, 
without regard to any debt limits other than those 
applicable to the issuance thereof; or in the bonds 
of any county, city, town, village, school, drainage or 
other district created pursuant to law for public pur­
poses in Minnesota, or in any warrant, order, or in­
terest-bearing obligation, issued by the state, or by 
any city, city board, village, school district, town or 
county therein, provided that the net indebtedness 
of any such municipality or district, as net indebted­
ness is denned by Revised Laws of 1905, Section 777, 
and its amendments, shall not exceed ten per cent 
of its assessed valuation, or in the bonds of any 
county, city, town, village, school, drainage or other 
district created pursuant to law for public purposes 
in Iowa, Wisconsin and North and South Dakota, or 
in the bonds of any city, county, town, village, school 
district, drainage or other district created pursuant 
to law for public purposes in the United States, con­
taining at least 3500 inhabitants, provided that the 
total bonded indebtedness of any such municipality 
or district shall not exceed ten per cent of its assessed 
valuation. (As amended Apr. 21, 1931, c. 296; Apr. 

21, 1933, c. 368.) 
* * * * * * 
7. In farm loan bonds issued by any federal land 

bank, or by a joint stock land bank in the Federal 
Reserve district in which Minnesota is situated, in 
accordance with the provisions of an act of Congress 
of the United States of July 17, 1916, known and des­
ignated as "The Federal Farm Loan Act," and acts 
amendatory thereto, and in bonds and obligations of 
the Federal Home Loan Banks established by Act 
of Congress known as the Federal Home Loan Bank 
Act approved July 22, 1932, and acts amendatory 
thereto. (As amended Apr. 17, 1933, c. 307.) 

* * * * * * 
10. In the bonds of any corporation which at the 

time of such investment is incorporated under the laws 
of the United States or any state thereof, or the Dis­
trict of Columbia, and transacting the business of 
supplying electrical energy, or artificial gas, or na­
tural gas purchased from another corporation and 
supplied in substitution for or in mixture with artifi­
cial gas, for light, heat, power and other purposes, 
or transacting any or all of such business, provided 
that a least seventy-five per centum of the gross op­
erating revenues of any such corporation are derived 
from such business and that not more than fifteen per 
centum of the gross operating revenues are derived 
from any one kind of business other than supplying 
electricity or gas or electricity and gas, and provided 
further that such corporation, if operating outside of 
Minnesota, is subject to regulation by a public service 
commission or public utility commissioner or other 
similar regulatory body duly established by the laws 
of the United States or the states or state in which 
such corporation operates, subject to the following 
conditions: 

(a) Such corporation shall have all franchises neces­
sary to operate in the territory in which at least 
seventy-five per centum of its gross income is earned, 
which franchises either shall be indeterminate permits 
or agreements with, or subject to the jurisdiction of, 
a public service commission or other duly constituted 
regulatory body, or shall extend at least five years 
beyond the maturity of such bonds, and such corpora­
tion shall file with the Commissioner of banks or 
make public each year a statement and a report giv­
ing the income account covering the previous fiscal 
year and the balance sheet showing in reasonable detail 
the assets and liabilities at the end of such fiscal year. 

(b) The book value of the outstanding capital 
stock of such corporation shall at the time of such 
investment be equal to at least two-thirds of its total 
funded debt. 

(c) Such corporation shall have been in existence 
for a period of not less than eight fiscal years and at 
no time within such period of eight fiscal years next 

preceding the date of such investment shall said cor­
poration have failed to pay promptly and regularly 
the matured principal and interest of all its indebted­
ness direct, assumed or guaranteed, but the period of 
life of the corporation, together with the period of life 
of any predecessor corporation or corporations from 
which a substantial portion of its property was ac­
quired by consolidation, merger, purchase or as a 
successor corporation, shall be considered together in 
determining the required period. 

(d) For a period of five fiscal years next preced­
ing the date of such investment the net earnings of 
such corporation shall have been each year not less 
than twice the annual interest charges on its total 
funded. debt applicable to that period, and for such 
period the gross operating revenues of any such cor­
poration shall have averaged per year not less than 
one million dollars. 

(e) In determining the qualifications of any bond 
under this subdivision where a corporation shall have 
acquired its property or any substantial portion there­
of within five years immediately preceding the date of 
such investment by consolidation, merger, purchase 
or as a successor corporation, the gross operating 
revenues, net earnings and interest charges of the 
predecessor or constituent corporations shall be con-
soliated and adjusted so as to ascertain whether the 
requirements of paragraph (d) of this subdivision 
have been complied with. 

(f) The gross operating revenues and expenses of 
a corporation for the .purpose of this subdivision shall 
be respectively the total amount earned from the op­
eration of, and the total expense of maintaining and 
operating, all property owned and operated or leased 
and operated by such corporation, as determined by 
the system of accounts prescribed by the public service 
commission or public utility commission or other simi­
lar regulatory body having jurisdicition in the mat­
ter. The gross operating revenues and expenses, as 
defined above, of subsidiary companies must be in­
cluded, provided that all the mortgage bonds and a 
controlling interest in stock or stocks of such sub­
sidiary companies are pledged as part security for 
the mortgage debt of the principal corporation. 

(g) The net earnings of a corporation for the 
purpose of this subdivision shall be. the balance ob­
tained by deducting from its gross operating revenues 
its operating and maintenance expenses, taxes other 
than federal and state income taxes, rentals, depreci­
ation and provision for renewals and retirements of 
the physical assets of the corporation, and by adding 
to said balance its income from securities and miscel­
laneous sources, but not, however, to exceed fifteen 
per centum of said balance. The term "funded debt" 
shall be construed to mean all interest-bearing debt 
excepting therefrom unsecured obligations maturing 
within one year of date of issue. 

(h) Such bonds must be part of an original issue 
of not less than one million dollars and must be mort­
gage bonds secured by a first or refunding mortgage 
secured by property owned and operated by the cor­
poration issuing or assuming them, or must be under­
lying mortgage bonds secured by property owned and 
operated by the corporation issuing or assuming them, 
provided that such bonds are to be refunded by a jun­
ior mortgage providing for their retirement and pro­
vided further that the bonds under such junior mort­
gage comply with the requirements of this subdivision 
and that such vnderlying mortgage either is a closed 
mortgage or remains open solely for the issuance of 
additional bonds which are to be pledged under such 
junior mortgage. The aggregate principal amount 
of bonds secured by such first or refunding mortgage 
plus the principal amount of all the underlying out­
standing bonds shall not exceed sixty per centum of 
the value of the physical property owned as shown by 
the books of the corporation and subject to the lien 
of such mortgage or mortgages securing the total 
mortgage debt, provided that if a refunding mortgage, 
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it must provide for the retirement on or before the 
date of their maturity of all bonds secured by prior 
liens on the property. No such savings bank shall 
loan upon or invest in bonds of such public utility 
companies in an amount exceeding in the aggregate 
ten per centum of its deposits and surplus, nor ex­
ceeding five per centum thereof in the bonds of any 
one public utility company. (As amended Apr. 15, 
1933, c. 256, §1.) 

11. In the bonds of any corporation which at the 
time of such investment Is incorporated under the 
laws of the United States or any state thereof, or the 
District of Columbia, and authorized to engage, and 
engaging, in the business of furnishing telephone 
service in the United States, provided that such cor­
poration is subject to regulation by the Interstate Com­
merce Commission or a public service commission or 
public utility commission or other similar federal or 
state regulatory body duly established by the laws of 
the United States or the. states or state in which such 
corporation operates, subject to the following condi­
tions: 

(a) Such corporation shall have been in existence 
for a period of not less than eight fiscal years and at 
no time within such period.of eight fiscal years next 
preceding the date of such investment shall said cor­
poration have failed to pay promptly and regularly 
the matured principal and interest of all its indebted­
ness direct, assumed or guaranteed, but the period 
of life of the corporation, together with the period of 
life of any predecessor corporation or corporations 
from which a substantial portion of its property was 
acquired by consolidation, merger, purchase or as a 
successor corporation, shall be considered together in 
determining the required period; and such corporation 
shall file with the Commissioner of banks or make 
public in each year a statement and a report giving 
the income account covering the previous fiscal year 
and the balance sheet showing in reasonable detail 
the assets and liabilities at the end of such fiscal year. 

(b) The book value of the outstanding capital 
stock of such corporation shall at the time of such 
investment be equal to at least two-thirds of its total 
funded debt. 

(c) For a period of five fiscal years next preced­
ing the date of such investment the net earnings of 
such corporation shall have been each year not less 
than twice the annual interest charges on its total 
funded debt applicable to that period, and for such 
period the gross operating revenues of any such cor­
poration shall have averaged per year not less than 
five million dollars. 

(d) In determining the qualifications of any bond 
under this subdivision where a corporation shall have 
acquired its property or any substantial portion there­
of within five years immediately preceding the date 
of such investment by consolidation, merger, purchase 
or as a successor corporation, the gross operating rev­
enues, net earnings and interest charges of the pred­
ecessor or constituent corporations shall be consoli­
dated and adjusted so as to ascertain whether the 
requirements of paragraph (c) of this subdivision 
have been complied with. 

(e) The gross operating revenues and expenses 
of a corporation for the purpose of this subdivision 
shall be respectively the total amount earned from 
the operation of, and the total expense of maintain­
ing and operating, all property owned and operated 
or leased and operated by such corporation, as de­
termined by the system of accounts prescribed by the 
Interstate Commerce Commission or the public service 
commission or public utility commission or other 
similar federal or state regulatory body having juris­
diction in the matter. 

(f) The net earnings of a corporation for the 
purpose of this subdivision shall be the balance ob­
tained by deducting from its gross operating revenues 
its operating and maintenance expenses, taxes, other 
than federal and state income taxes, rentals, depreci­

ation and provision, for renewals and retirements of 
the physical assets of the corporation, and by adding 
to said balance its income from securities and mis­
cellaneous sources, but not, however, to exceed fifteen 
per centum of said balance. The term "funded debt" 
shall be construed to mean all interest-bearing debt 
excepting therefrom unsecured obligations maturing 
within one year of date of issue. 

(g) Such bonds must be a part of an original issue 
or of a subsequent series of bonds of the aggregate 
amount of not less than live million dollars, both the 
original issue and the subsequent series being pro­
tected by the same mortgage provisions, and must be 
secured by a first or refunding mortgage, and the ag­
gregate principal amount of bonds secured by such 
first or refunding mortgage plus the principal amount 
of all the underlying outstanding bonds shall not ex­
ceed sixty per centum of the value of the property, 
real and personal, owned absolutely as shown by the 
books of the corporation and subject to the lien of 
such mortgage, provided that if a refunding mort­
gage, it must provide for the retirement of all bonds 
secured by prior liens on the property. Not more 
than thirty-three and one-third per centum of the 
property constituting the specific security for such 
bonds may consist of stock or unsecured obligations 
of affiliated or other telephone companies, or both. 
No such savings banks shall loan upon or invest in 
bonds of such telephone companies in an amount ex­
ceeding in the aggregate ten per centum of its de­
posits and surplus, nor exceeding five per centum 
thereof in the bonds of any one telephone company. 
(Added by Act Apr. 15, 1933, c. 256, §2.) 

12. In bonds and obligations of the Federal Home 
Loan Banks established by Act of Congress known as 
the Federal Home Loan Bank Act, approved July 23, 
1932, and Acts amendatory thereto, and in bonds and 
obligations of the Home Owners' Loan Corporation 
established by Act of Congress known as the Home 
Owners' Loan Act of 1933, and Acts amendatory there­
to. (Added Jan. 6, 1934, Ex. Ses., c. 50, 11.) 

Sec. 2 of Act Jan. G, 1934, cited, provides tha t the act 
shall t ake effect from its passage. 

An executor has no general or implied authori ty to 
invest or loan money of es tate; and, if it is desirable to 
do either, it should be done only under author i ty of pro­
bate court; otherwise he is directly responsible for 
money invested or loaned. Marchildon v. M., 246 NWG76. 
See Dun. Dig. 3571. 

A bank had no legal author i ty to pledge certificates 
of deposit, but in view of Laws 1931, c. 296, school dis­
t r ict wa r ran t s may be pledged to secure public depos­
its. Op. Atty. Gen., Aug. 18, 1931. 

This section should be considered in determining what 
securities may be lawfully accepted by a village in 
pledge as collateral security for deposit of village mon­
eys. Op. Atty. Gen., Dec. 2, 1931. 

Depositary of city and school distr ict could deposit 
bonds of city as collateral for city and district. Op. 
Atty. Gen., Feb. 2, 1933. 

Notes secured by mortgages on village real estate 
may not be deposited as collateral by village depositary. 
Op. Atty. Gen., Feb. 4, 1933. 

Legislature may anticipate issuance of securities by 
making them "authorized securities." Op. Atty. Gen., 
Feb. 28, 1933. 

Bonds as securi ty for township funds, classified. Op. 
Atty. Gen., May 5, 1933. 

Clauses re la t ing to regulat ion by public service com­
mission relate to regulation of ra tes and charges alone 
and not of issuance of securities. Op. Atty. Gen., July 
14, 1933. 

United States t reasury notes are authorized security 
in lieu of depositary bonds, but it is question of fact 
whether "South P a r k Commissioners, Improvement, 
Chicago, 111.," bonds, qualify. Op. Atty. Gen., Aug. 2, 
1933. 

(11 ) . 
Mortgage need not cover all property of corporation. 

Op. Atty. Gen., July 14, 1933. 
See §§2517-7, 6452-5, ante. 
For certificates of indebtedness payable from Red Lake 

Game Preserve Fund, see Laws 1929, c. 258, ante §5620-5. 
Bonds of the City of Cleveland, Ohio, might qualify 

as collateral under §1973-1, as amended by Laws 1929, 
c. 370. Op. Atty. Gen., Feb. 10, 1930. 

7717. Repayment—Interest—Surplus , etc. 
A savings bank in relation to funds on deposit is lia­

ble to its depositors for want of ordinary care only, 
and a savings bank, as a mat ter of law, held not guilty 
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of negligence in paying depositor's money on a forged 
order accompanied by the depositor's passbook. 177M 
243, 225NW100. 

TRUST COMPANIES 

7726. Trust companies to comply with section 7680. 
Federal F a r m Loan Act (Mason's U. S. Code 12, §§ 

803, 807) does not enlarge powers of s ta te t rus t compa­
nies. 180M319, 230NW797. 

7728. Capital of trust companies.—The capital of 
every trust company hereafter organized having its 
principal place of business in any city of less than 
twenty-five thousand inhabitants shall not be less 
than fifty thousand dollars: tne capital of every trust 
company hereafter organized having its principal place 
of business in a city of more than twenty-five thou­
sand and less than one hundred thousand inhabitants 
shall not be less than seventy-five thousand dollars; 
the capital of every trust company hereafter organized 
having its principal place of business in a city of more 
than one hundred thousand and less than two hundred 
thousand inhabitants shall be not less than one hun­
dred thousand dollars; arid the capital of every trust 
company hereafter organized having its principal place 
of business in a city of more than two hundred thou­
sand inhabitants shall be not less than two hundred 
thousand dollars; but the capital stock of any trust 
company shall not be in excess of two million dollars. 
No trust company hereafter organized shall trans­
act any business until all of its authorized capital 
stock has been paid in, in cash, or if such authorized 
capital be more than two hundred thousand dollars, 
until at least two hundred thousand dollars thereof 
has been paid in, in cash, and at least fifty per cent 
of the capital of all trust companies of less than two 
hundred thousand dollars and twenty-five per cent 
of the capital of all trust companies of two hundred 
thousand dollars or more hereafter organized has been 
invested in one or more of the first, second, third and 
fourth classes of authorized securities and railroad 
honds as described by that statute, and also in the 
farm loan bonds issued by the federal land banks duly 
assigned and transferred to and deposited with the 
state treasurer, or, if its capital be more than two 
hundred thousand dollars, until at least one-fourth 
thereof has been so invested, assigned, transferred and 
deposited. The state treasurer shall submit the se­
curities deposited to the Commissioner of Banks, who 
shall carefully examine the securities offered for de­
posit and ascertain that they comply with all the pro­
visions of law applicable thereto. Upon receipt of 
an order of the Commissioner of Banks, the state treas­
urer shall issue his receipt therefor. Such deposit 
shall be maintained unimpaired as a guaranty fund 
for depositors and creditors and for the faithful dis­
charge of its duties, with the right to collect the in­
come thereof and to substitute other like authorized 
securities of equal amount and value upon approval 
and order of the Commissioner of Banks. 

If the securities comply with the law, the Commis­
sioner of Banks shall issue his certificate of authoriza­
tion for the trust company to commence business. 

The capital stock of any trust company may be re­
duced with the approval of the commissioner of banks, 
but not below the respective minimum amounts afore­
said, and no assets shall be returned to the stockhold­
ers unless its deposits of authorized securities after 
such return equal one-fourth of such reduced capital 
in no event less than twenty-five thousand dollars; nor 
shall the liability of any stockholder upon any exist­
ing contract be affected thereby. 

When two or more trust companies have been or 
shall hereafter be consolidated under and pursuant 
to the provisions of Laws 1925, chapter 156 [§§7699-5 
to 7699-11], the capital of the consolidated trust com­
pany shall be considered as substituted for the capital 
of the several trust companies entering into such con­
solidation and the aggregate of the securities of said 
trust companies on deposit with the state treasurer, 
pursuant to the provisions of this section, shall be in­

creased or diminished accordingly. (R. L. '05, §3033; 
'07, c. 225; '11, c. 314, §1; G. S. '13, §6405; '27, c. 
323; Apr. 25, 1931, c. 375.) 

7731. May act as agent or attorney in fact. 
Trust company cannot lawfully transfer and sell se­

curities owned by it to an estate of which it is the 
trustee. 178M209, 224NW235. 

"Held" as used in §7738 construed in the l ight of this 
section. 178M215, 226NW696. 

Trust companies organized under §§7730 to 7740 may 
act as brokers of securities. Op. Atty. Gen., Aug. 1, 1933. 

7733-1. Certain trust companies may assume 
powers of state banks.—Any trust company organized 
under the laws of this state, and having a capital of 
not less than $50,000, may exercise the powers and 
privileges conferred by this act, in addition to all 
other powers heretofore granted by law, upon com­
plying with the conditions and requirements herein 
specified. (Act Mar. 27, .1929, c. 90, §1.) 

7733-2. Certificates to be amended.—In order to 
exercise such powers as may be in addition to those 
heretofore granted, any such trust company may 
amend its certificate of incorporation so as to assume 
the additional powers of a state banking corporation. 
Such amendment shall include the change of the 
corporate name of the trust company so as to include 
the words "state bank" therein. (Act Mar. 27, 1929, 
c. 90, §2.) 

7733-3. Department of Commerce to approve cer­
tificates.—Amendments to the certificate of incorpo­
ration shall be made in accordance with General Stat­
utes 1923, Section 7472, as amended and before be­
coming effective, such amendments must be approved 
by the Department of Commerce of the State of Minne­
sota and such approval endorsed upon the certificate 
of a m e n d m e n t . (Act Mar. 27, 1929, c. 90, §3.) 

7733-4. Application.—In considering the applica­
tion of a trust company to assume the powers of a 
state bank, the Department of Commerce shall pro­
ceed in the same manner and be governed by the 
same laws which are now applicable to application for 
charters for new state banks. (Act Mar. 27, 1929, 
c. 90 §4.) 

7733-5. Powers and duties.—Upon complying with 
the terms of this act, the trust company shall have all 
the powers and privileges of a state bank not hereto­
fore granted to trust companies, and shall become 
subject to and comply with all the provisions of the 
laws of this state in relation to state banks. (Act 
Mar. 27, 1929, c. 90, §5.) 

7735. Investment of trust funds—Responsibilty of 
corporation. 

Trustee under will held to be surcharged with amount 
paid itself as executor of will for worthless stock, 
though with consent of beneficiaries and authorization 
of probate court. Rosenfeldt's Will, 185M425, 241NW573. 
See Dun. Dig. 9931. 

7736 . Transfer of trusts to company—Condition. 
Beneficiaries held entitled to money and were not 

obliged to accept real estate tendered by t rus t com­
pany. 178M209, 224NW235. 

7738. Trust funds—Investment . 
Trust company cannot lawfully t ransfer and sell se-

curitfes owned by it to an esta te of which it is the 
trustee. 178M209, 224NW235. 

See also 178M215, 226NW696. 
7739. Trust accounts to be kept separate. 
Beneficiaries held entitled to money and were not 

obliged to accept real estate tendered by t rus t com­
pany. 178M209, 224NW235. 

7740. Dealings and indebtedness prohibited. 
Powers as to guaran ty are not enlarged by the Fed­

eral Farm Loan Act (Mason's U. S. Code 12, §803, 807.) 
180M319, 230NW797. 

SAFE DEPOSIT BUSINESS 
7747-1. Definitions.—The words "safe deposit 

box" or "safe deposit boxes," as used herein, shall 
mean any box, boxes, safe, safes, safe deposit box, safe 
deposit boxes, receptacle, receptacles, or any part or 
parts thereof, contained in burglar-protected vault 
with steel walls at least one-half inch thick, or a 
masonry vault lined throughout with steel at least 
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one-half inch thick, or a masonry vault with steel 
rails or rods embedded in walls at least 12 inches 
thick, or a vault of non-reinforced concrete or stone 
at least 18 inches thick, and each vault shall have 
one or more steel doors, no door being less than one 
inch thick, and aggregating at least two and one-half 
Inches in thickness exclusive of bolt work and locking 
device, which may be used for the safekeeping and 
storage of valuable personal property as herein de­
fined. The words "Valuable personal property," as 
used herein, shall mean jewelry, plate, money, specie, 
bullion, stocks, bonds, valuable papers or other per­
sonal property of value. (Act Apr. 20, 1933, c. 340, 
§1.) 

7747-2. Safe deposit companies—powers.—Any 
corporation having an authorized and paid up capital 
of not less than $50,000 and owning or leasing a vault 
as described in Section 1, shall have power: 

1. To let out or rent as lessor for hire safe deposit 
boxes in such vault, upon such terms and for such 
compensation as may be agreed upon by such 
corporatipn and the lessee. 

2. To take and receive valuable personal property 
for safekeeping and storage, as bailee for hire, 
upon such terms and for such compensation as 
may be agreed upon by such corporation and the 
bailor; no such corporation shall make any loans 
or advances upon any valuable personal property 
so left with it for safekeeping and storage. (Act 
Apr. 20, 1933, c. 340, §2.) 

7747-3. Must be licensed.—No such corporation 
shall engage in such occupation or business unless 
licensed so to do. (Act Apr. 20, 1933, c. 340, §3.) 

7747-4. Commissioner of banks to grant license.— 
The Commissioner of Banks may license any such 
corporation to engage in the occupation or business 
set forth in Section 2 of this Act, which license shall 
designate the place or places of business of such cor­
poration, which place or places of business shall be 
located upon the premises in which such safe deposit 
boxes are located. It shall be unlawful for any corpo­
ration holding such license to engage in such occupa­
tion or business upon any premises or in any building 
other than those designated in such license. (Act 
Apr. 20, 1933, c. 340, §4.) 

7747-5. Corporation to give bonds.—Before any 
such license shall be issued to a corporation it shall 
execute and Hie with the state treasurer a bond to 
the State of Minnesota in the penal sum of $20,000.00 
in such form and with such surety or sureties as shall 
be approved by the Commissioner of Banks to secure 
the faithful performance of its contracts of rental or 
deposit, and such bond shall enure to the benefit of 
anyone who shall be in any manner damaged by a 
breach of such contract. No such corporation shall 
lease any safe deposit box or receive any valuable 
personal property for safekeeping or for storage until 
the bond herein provided for shall be on file and in 
full force. (Act Apr. 20, 1933, c. 340, §5.) 

7747-6. Unauthorized action may be enjoined.— 
Whoever engages in such occupation or business with­
out procuring a license and giving a bond, as required 
by this Act, except as otherwise authorized by law so 
to do, shall be punished by a fine of not more than 
$1,000.00, and may be enjoined by any court having 
jurisdiction from engaging in such occupation or busi­
ness, in an equitable action brought by the Attorney 
General at the relation of any person. (Act Apr. 20, 
1933, c. 340, §6.) 

7747-7. Shall keep books and records.—Such 
licensed corporation shall keep books in which shall 
be entered an account of all its transactions relative 
to the letting, renting or leasing of its safe deposit 
boxes, and to the receipt of valuable personal property 
for safekeeping or storage. (Act Apr. 20, 1933, c. 
340, §7.) 

7747-8. Licenses must be posted.—Immediately 
upon the receipt of the license issued by the Commis­
sioner of Banks pursuant to the provisions of this 

Act; the licensee named therein shall cause such license 
to be posted and conspicuously displayed in the place of 
business for which it is issued, so that all persons 
visiting such place of business may readily see the 
same. It shall be unlawful for any corporation hold­
ing such license to post such license, or permit such 
license to be posted, upon premises other than those 
designated therein, or knowingly to deface or destroy 
any such license. (Act Apr. 20, 1933, c. 340, §8.) 

7747-9. Must publish notice.—Before such corpo­
ration shall engage in such occupation or business, it 
shall give notice of its license and qualification, and 
of the amount of the bond given by it by publishing 
the same forthwith once each week for two consecu­
tive weeks in a legal newspaper published in the coun­
ty or counties where such place or places of business 
are located. (Act Apr. 20, 1933, c. 340, §9.) 

7747-10. Shall be exempt from liability in certain 
cases.—When a safe deposit box shall have been hired 
from any licensed corporation in the name of two or 
more persons, including husband and wife, with the 
right of access being given to either, or with access 
to either or the survivor or survivors of said person, 
or property is held for safekeeping by any licensed 
corporation for two or more persons, including hus­
band and wife, with the right of delivery being given 
to either, or with the right of delivery to either of 
the survivor or survivors of said persons, any one or 
more of such persons, whether the other or others be 
living or not, shall have the right of access to such 
safe deposit box and the right to remove all, or any 
part, of the contents thereof, or to have delivered to 
him or them all, or any part, of the valuable personal 
property so held for safekeeping; and in case of such 
access, removal or delivery said corporation shall be 
exempt from any liability for permitting such access, 
removal or delivery. (Act Apr. 20, 1933, c. '340, §10.) 

7747-11. Corporation to be governed by contract 
of rental.-—No such corporation shall be obliged to 
ascertain or take notice of any trust or fiduciary rela­
tionship which the tenant of a safe deposit box may 
bear to the contents thereof, but shall be presumed 
to deal with the tenant of a box in an individual and 
not in a representative capacity, and shall be protected 
if it grants access to a box to the lessee, thereof ac­
cording to the terms of his contract of rental. (Act 
Apr. 20, 1933, c. 340, §11.) 

7747-12. May limit liability.—Any licensed corpo­
ration may, in any lease or contract governing or 
regulating the use of any safe deposit box to or by 
any customer or customers, limit its liability as such 
lessor or bailee in the following respects: 

1. Limit its total liability for any loss by negligence 
to such maximum amount as may be stipulated. 

2. Stipulate that it shall in no event be liable for 
loss of such valuable property as may be excepted 
against in such lease or contract. (Act Apr. 20, 1933, 
c. 340, §12.) 

7747-13. Shall be entitled to lien.—Every licensed 
corporation shall be entitled to the following special 
remedies in enforcing the liability of depositors and 
tenants: 

1. A warehouseman's lien on property deposited. 
2. A sale of the contents of any safe deposit box for 

the nonpayment of rental. (Act Apr. 20, 1933, c. 340, 
§13.) 

7747-14. Shall send notice of rent due.—If the 
amount due for the use or rental of any safe deposit 
box of any licensed corporation shall have remained 
unpaid for a period of six months, such corporation 
may, at any time after the expiration of such period, 
cause to be sent by registered mail addressed to the 
renter or lessee of such safe deposit box, directed "to 
the address standing on its books, a written notice 
that, if the amount due for the use or rental of such 
safe deposit box is not paid within 60 days after the 
date of the mailing of such notice, it will cause such 
safe deposit box to be opened in the presence of its 
president or vice-president or secretary or treasurer 
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or assistant secretary or assistant treasurer or superin­
tendent, and of a notary public not in its employ, and 
the contents thereof, if any, to be placed in a sealed 
package by said notary public upon which he shall 
mark the name of such renter or lessee as given upon 
its books and the estimated value thereof and that 
said package so> sealed and marked will be placed in 
one of the general safe deposit boxes of such corpora­
tion; upon the expiration of 60 days from date of mail­
ing the notice, as aforesaid and in default of payment 
within said 60 days of the amount due for the use 
or rental of such safe deposit box, it may, in the 
presence of a notary public not in its employ and one 
of its officers heretofore named, cause such safe de­
posit box to be opened and the contents thereof, if 
any, to be removed and sealed by said notary public 
in a package upon which he shall mark the name of 
such renter or lessee and also the estimated value of 
the contents of such safe deposit box and, in the pres­
ence of one of its officers heretofore named, such notary 
public shall place in one of Its general safe deposit 
boxes such package; and the proceedings of such no­
tary public shall be set out in a certificate by him under 
his official seal, which shall be delivered to such li­
censed corporation. Such licensed corporation shall 
have a lien upon the contents of any such safe deposit 
box, which shall have been removed in the manner 
provided, for the amount due to it for the use or 
rental of such safe deposit box, up to the time of such 
removal of the contents, and for the costs and ex­
penses, if any, incurred in the opening of such safe or 
box and its repair, or restoration for use; in case the 
lien of such licensed corporation, for rental and ex­
penses, shall not be paid and discharged within six 
months from the date of the opening of such safe 
deposit box and the removal of the contents therefrom, 
then such licensed corporation may sell, or cause to 
be sold, at public auction the contents of such safe 
deposit box, or so much thereof as is required to pay 
and discharge the lien and expenses of sale, having 
first cause to be sent by registered mail addressed to 
the renter or lessee of such safe deposit box, directed 
to the address standing on its books, a written notice 
of the time and place of such sale and also giving 
public notice of the time and place of such sale by 
advertisement in a legal newspaper published in the 
county in which the place of business of such licensed 
corporation is located at least once a week for two 
successive weeks, and from the proceeds of such sale 
it may retain for its own use the amount of its lien 
and the expenses of the sale; the balance of such pro­
ceeds of the sale and the contents remaining unsold, 
if any, being held to be paid over and delivered to 
those having ownership of the contents of such safe 
deposit box so sold as aforesaid. (Act Apr. 20, 1933, 
c. 340, §14.) 

7747-15. Provisions separable.—In case any sec­
tion, provision or part of this Act shall be declared un­
constitutional, it shall not in any way effect [Sic] any 
other section, provision or part thereof. (Act Apr. 
20, 1933, c. 34.0, §15.) 

7747-16. Inconsistent acts superseded.—All other 
Acts or parts of Acts now in effect inconsistent with 
the provisions of this Act are hereby superseded, modi­
fied or amended to conform to and give full force and 
effect to the provisions of this Act. (Act; Apr. 20, 
1933, c. 340, §16.) 

7747-17. Application of act.—This Act shall not be 
held or construed as limiting, restricting or in any way 
affecting the operation or management of safe deposit 
boxes or vaults, or a safe deposit business conducted 
by any savings bank, or bank of discount and deposit 
or trust company, but any savings bank, or bank of 
discount and deposit or trust company may come under 
the provisions of this Act by complying with its re­
quirements. (Act Apr. 20, 1933, c. 340, §17.) 

LOCAL BUILDING AND LOAN ASSOCIATIONS 
7749-1. Deemed financial corporations—Purposes 

of, etc. 
Borrowing members from the Hennepin Savings and 

Loan Association were not stockholders In the true 
sense of the word, and were not entitled to vote upon 
a proposition offered to reduce outs tanding capital 
stock and continue the business. Op. Atty. Gen., Dec 
19, 1931. 

BUILDING AND LOAN ASSOCIATIONS 
GENERAL PROVISIONS 

7750. Security for loans made—Pledge, etc. 
Minn. Bldg. & Loan Ass'n v. C, 182M452, 234NW872. 
7751. Accumulation of loan funds—capital stock— 

sale—service fees.—-The association may accumulate 
funds to be loaned to members upon their homes or 
upon other improved real estate, and to otherwise 
carry on in accordance with law the business of build­
ing and loan associations, in the following manner: 

First: By sale of its capital stock In accordance 
with the law, provisions in Its certificate of incorpo­
ration, and its by-laws. Purchase of stock, either toy 
installments or full payment, shall constitute the pur­
chaser a member of the association entitled to all the 
privileges of membership, until the stock Is duly trans­
ferred, retired, suspended, forfeited, or withdrawn. 
Installment stock may be sold on regular or irregular 
payments. 

The association shall issue no preferred stock or 
shares. All holders or owners shall share alike in net 
earnings or profits according to the class or series of 
stock subscribed for and shall contribute equally to 
the net losses and expenses according to the value of 
the shares upon the books of the association. The 
board of directors shall determine the rate of dividend 
upon each class or series of stock; provided, however, 
that no class or series of stock except of a serial as­
sociation, shall be apportioned a rate of dividend ex­
ceeding by more than two percentum per annum the 
rate of dividend apportioned to any other class or 
series. No association, except serial, shall offer to 
the public during any one calendar year more than 
one class of stock of limited participation. Shares 
shall be known and designated as Installment or paid-
up shares. Ownership may be evidenced by a pass 
book, or stock or shares certificate Issued to a mem­
ber. 

All associations, except serial, hereafter authorized 
to transact business must have at least five per cent 
of its authorized capital stock subscribed and a like 
amount paid in before beginning to carry on business, 
and at no time shall the amount be diminished below 
that amount. 

Second: By money borrowed as provided by law, 
articles of incorporation or by-laws, provided that the 
aggregate amount of money so borrowed shall not ex­
ceed eighty per cent of the assets of the association, 
provided, also, that no association issuing shares of 
limited and full participation in earnings shall be au­
thorized to borrow money in excess of twenty-five per 
cent of the assets of the association. 

Third: Special service fees, including membership 
fees which shall not exceed two dollars per share of 
$100 each. All service fees of any kind whatsoever 
shall be explicitly set forth in membership agreements. 
Failure so to do shall render the agreement null and 
void. All fees shall be accounted for by the corpo­
ration, and in the same manner as the other funds of 
the association. (R. L. '05, §3051; G. S. '13, §6428; 
'13, c. 482, §1; '15, c. 69, §1; '25, c. 260, §6; Apr. 24, 
1929, c. 356; Feb. 9, 1933, c. 14, §1.) 

Sec. 2 of Act Feb. 9, 1933, cited; provides tha t the act 
shall take effect from its passage. 

7753. Building and Loan Association dividends.— 
Whenever a distribution or calculation of profits Is 
made, which shall be at least semi-annually, it shall 
first deduct therefrom its operating costs for the same 
period, if such profits are sufficient; if not, the bal­
ance of the expenses above the profits shall be carried 
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on the records of the association as "expenses paid," 
and thereafter deducted from the earliest available 
net profits. Such balance shall be charged to an 
account called "permanent expenses," and finally be 
paid by the proportionate deduction from the value 
of the shares upon the books of the association. The 
remainder shall be deemed the true book value of 
said stock. All operating costs shall be paid from its 
earnings, and no deductions shall be made from stock 
payments directly or indirectly, save as herein pro­
vided, such expenses in the aggregate shall not ex­
ceed annually two and one-half per centum of the 
total amount of all- money actually received and 
loaned to members on real estate mortgages and con­
tracts for deed as provided by Section 11, Chapter 
260, Laws of 1925 [§7757], at the time of making 
such deduction, including the dividends duly declared 
and credited thereon on stock, provided that this 
limitation shall not apply to associations whose accu­
mulated capital is less than forty thousand dollars, 
but the annual operating expenses of any such asso­
ciation shall not exceed one thousand dollars. Ex­
penses met by service fees, including membership, 
shall not be considered as operating costs subject to 
the limitation of expense herein provided. (R. L. 
'05, §3053; G. S. '13, §6430; '25, c. 260, §8; Mar. 
9, 1931, c. 49.) 

7753-1. Reserve fund of building and loan associa­
tion.—Every association shall accumulate a fund to 
be known as a contingent or reserve fund by setting 
aside each semi-annual accounting period at least 
two per cent of its net earnings until the fund shall 
ultimately be equal to at least five per centum of 
its accumulated capital and to at least fifty per cen­
tum of the book value of all real estate owned by it. 
Such fund shall not be available for the payment of 
current expenses so long as the association has un­
divided profits. It shall not be available for the pay­
ment of dividends; but any association may charge 
against such fund any losses upon investments, 
whether resulting from depreciation or otherwise, 
without encroaching upon its undivided profits or its 
net earnings until the contingent or reserve fund is 
exhausted. Provided, that associations issuing serial 
stock only may accumulate a separate contingent or 
reserve fund for each series of stock, and distribute 
the same among the stockholders of each such series, 
as each such series matures and is cancelled. '25, 
c. 260, §9; Apr. 20, 1931, c. 238.) 

7754. Premiums not usury. 
Rates of interest otherwise usurious may be enjoyed 

by a building and loan association. Minn. Bldg. & Loan 
Ass'n v. C, 182M452, 234NW872. See Dun. Dig. 1169. 

7755. Withdrawals.—The holder of unpledged 
shares may withdraw a part or all of the value there­
of upon thirty days' written notice of his intentions 
so to do given to and duly filed with the Secretary 
of the association at any time, but the board of di­
rectors may waive such notice. Such notice of with­
drawal shall not, however, make such shareholder a 
creditor of the association but his status shall be and 
remain that of a shareholder. Such shareholder, un­
til paid, shall be entitled to dividends upon the sum 
requested to be withdrawn, to the extent of seventy-
five per cent of the rate declared and credited upon 
other shares of the same class. The association shall 
use at least fifty per cent of its monthly receipts, 
which shall not include money borrowed, for the pur­
pose of paying withdrawals, but not over fifty per 
cent of its monthly receipts shall be so used, unless 
otherwise determined by resolution of the board of 
directors. Whenever the proportion of receipts ap­
plicable to the demands of withdrawing members is 
not sufficient to pay all such demands within sixty 
days from the date of application for withdrawal, 
such application shall be paid out of funds available 
as hereinafter set forth and shall be liquidated as 
follows: The applicant first on the list will receive 

twenty-five per cent of the amount of his application 
for withdrawal, but in no case less than Two Hun­
dred Dollars, nor more than One Thousand Dollars, 
on account, if the funds are available as hereinafter 
set forth, or if the amount of his application is for 
less than Two Hundred Dollars, and funds to pay the 
same are available as hereinafter set- forth, his ap­
plication shall be liquidated in full. For any balance 
remaining due to the applicant after the aforesaid 
payment, the application shall be transferred at once 
to the bottom of the withdrawal list, and no further 
payments shall be made to said applicant, except as 
hereinafter set forth, until the said applicant's name 
has again found its way to the head of the with­
drawal list. The second applicant shall be treated 
in exactly the same manner, and so on. All new ap­
plicants shall be placed at the bottom of the list, 
immediately upon the filing of their respective ap­
plications. This method of paying withdrawals shall 
become obligatory upon all associations upon the 
passage of this act; and the withdrawal list as then 
existing in each association shall be liquidated from 
that date as provided in this act. In addition to the 
above, out of the remainder of its monthly receipts 
the association may use its discretion in meeting on 
demand at all times all applications for withdrawals 
by members whose entire interest in the association 
amounts to less than one hundred dollars; and may 
further, in its discretion, pay the sum of not more 
than one hundred dollars, per month, to any appli­
cant on the withdrawal list; provided that such pay­
ments of one hundred dollars per month shall be 
made only when emergent circumstances justify the 
same and only after a thorough investigation of each 
application has been made. The board of directors 
shall have full authority to prescribe such rules as 
may in its discretion be suitable to prevent sharehold­
ers from making any simulated or purported transfer 
of shares in order to expedite their withdrawals, and 
all rules thus made shall be binding on the members 
of the association. Whenever the total of applications 
for withdrawal exceeds sixty per cent of the accumu­
lated capital of any association, the Commissioner of 
Banks, if he believes that the condition of the asso­
ciation justifies such an order, may direct that the 
payment of withdrawals as above provided be dis­
continued, and that thereafter all withdrawals from 
said association be paid on a pro rata basis, from 
time to time, to all persons appearing on the with­
drawal list of said association. Said distribution to 
be made to all persons actually on the withdrawal 
list on a date not less than ten days previous to the 
day on which the pro rata distribution checks are 
issued. (R. L. '05, §3055; G. S. '13, §6432; '25, c. 
260, §20; Apr. 25, 1931, c. 369; Mar. 20, 1933, c. 
100.) 

Withdrawals must be paid in full in the order in 
which they are filed up to 50% of monthly receipts, and 
by-law limiting amount of payment, passed after pur­
chase of shares was ineffective. Op. Atty. Gen., Apr. 1, 
1930. 

While the right of a withdrawing member to be paid 
in full within the restrictions of this .section cannot 
be affected by a subsequent by-law, the association may 
enact, a by-law to the effect that where there is more 
than one withdrawal the amount available for payment 
shall be pro-rated. Op. Atty. Gen., May 7, 1930. 

Money borrowed may not be considered part of month­
ly receipts. Op. Atty. Gen., Feb. 15, 1933. 

A building and loan association having applications 
for withdrawal after having paid out 50% of its monthly 
receipts, may use remainder for purpose of payment of 
dividend or making of stock loans or mortgage loans. 
Op. Atty. Gen., Feb. 15, 1933. 

7757. Real estate dealings—Termination of con­
tracts.—No such association shall engage in the busi­
ness of buying and selling or dealing in real estate, but 
it may secure obligations due to it and the payment of 
its loans by taking real estate mortgages. It may pur-' 
chase at any sheriff's judicial, or other sale, public or 
private, any real estate upon which it has a mortgage, 
judgment, or other lien, or in which it has any in-
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terest. It may acquire title to any real estate on 
which it holds any lien, in full or part satisfaction 
thereof, and may sell, convey, hold, lease or mortgage 
the same. Also in transactions involving the pur­
chase hy a stockholder of Improved real estate for 
home purposes, or for the construction of a home, it 
may when authorized by its by-laws acquire the title 
thereof, and it may give to such stockholder a con­
tract to convey the same as upon a sale thereof and 
upon default in the conditions of such contract, the 
association may terminate the interest of such stock­
holder, his representatives or assigns by serving the 
notice provided by Mason's Minnesota Statutes 1927, 
Section 9576, upon such stockholder, his representa­
tives or assigns. (R. L. '05, §3057; G. 9. '13, §6434; 
'19, c. 329, §1; '25, c. 260, §11; Apr. 25, 1931, c. 370.) 

A building and loan association organized under §7748 
et seq., including the amendments of 1919 and 1925, 
cannot make a loan in the form of an executory con­
tract of sale and have a forfeiture or strict foreclosure 
on 30 days' notice pursuant to Mason's Minn. Stats., 
§9576. Minn. Bldg. & Loan Ass'n. v. C, 182M452, 234NW 
872. See Dun. Dig-. 1166, 10091. 

Where executory contract is, in fact, a mortgage, 
building and loan association, except as specified in this 
section as amended, has no right to cancel by giving 
30 days' notice. Op. Atty. Gen., Mar. 6, 1933. 

7758-1. Expenses of Building & Loan Associations. 
—No building and loan association, now or hereafter 
organized under the laws of this state, shall here­
after be permitted to pay or agree to pay to any person 
or corporaton an agreed percentage of its stock pay­
ments or other assets, or make any payment whatso­
ever, in consideration of the payment by such person 
or corporation of the expenses of such building and 
loan association either in whole or in part The in­
tent of this act is that building and loan associations 
shall pay their actual expenses within the limitations 
imposed by law, directly to their creditors, and not 
through the medium of third parties; but this act 
shall not apply to existing contracts or to payments 
made or to be made pursuant thereto. (Act Mar. 
20, 1933, c. 102.) 

GENERAL, BUILDING AND LOAN ASSOCIATIONS 
LIQUIDATION AND REORGANIZATON OP BUILDING 

AND LOAN ASSOCIATIONS 

7770-1. Building and Loan Associations may liqui­
date and reorganize.—Any building and loan associa­
tion by a vote of three-fourths of its outstanding capital 
stock, according to the book value thereof, at any reg­
ular meeting of its stockholders or at any special 
meeting called for the purpose, of which regular or 
special meeting at least ten days' written notice speci­
fying the matter to be considered under this chapter 
shall have been mailed to each stockholder at his last 
recorded address, may, with the approval of the com­
missioner of banks, voluntarily go into liquidation. 
Before such liquidation shall be carried out, notice 
of such action of the stockholders and of the approval 
of the commissioner, if granted, shall be mailed to 
each stockholder at his last recorded address, and 
shall be published at least once in a qualified legal 
newspaper published at the principal place of business 
of the association, or, if there be no such newspaper 
there published, then in the newspaper so qualified 
having the nearest place of publication in the same 
county, and such other notice shall be given as the 
commissioner of banks may direct. Subject to the 
approval and under the direction of the commissioner, 
such liquidation shall be carried out and the affairs 
of such association shall be closed up according to 
any lawful plan which the association may adopt, as 
nearly as may be in accordance with its original plans 
and objects. By like vote of its capital stock, with 
the approval of the commissioner of banks, and upon 
like notice, as hereinbefore provided, any such associa­
tion whether taken over by the commissioner of banks 
or not, may partially liquidate, and in connection there­
with may reduce its outstanding capital stock, or may 
retire a portion thereof, or may change the form and 

terms thereof, all according to such lawful plan as 
the association may adopt, Subject to the approval 
and under the direction of the commissioner. All acts 
done and proceedings taken by any association in ac­
cordance with the provisions of this section shall be 
binding upon all the stockholders of the association, 
whether they voted to authorize the same or not. 
(Act Apr. 24, 1929, c. 334, §1.) 

Borrowing members from the Hennepin Savings and 
Loan Association were not stockholders in the true sense 
of the word, and were not entitled to vote upon a propo­
sition offered to reduce outstanding capital stock and 
continue the business. Op. Atty. Gen., Dec. 19, 1931. 

7770-2. Conversion into federal savings and loan 
association.-—That any Building and Loan Association 
organized and existing under and by virtue of the laws 
of the State of Minnesota is hereby authorized and 
empowered,- by majority vote of its shareholders 
present either in person or by proxy at any meeting of 
its shareholders duly called for that purpose, to con­
vert itself into a Federal Savings and Loan Association 
as provided in that certain Act of the Congress of the 
United States known as the "Home Owners' Loan Act 
of 1933." [Mason's U. S. C. A., title 12, §§1421 to 
1449.] (Act Jan. 9, 1934, Ex. Ses., c. 77, §1.) 

Sec. 2 of act Jan. 9, 1934, cited, provides that the act 
shall take effect from its passage. 

CERTAIN INVESTMENT COMPANIES 
7771. Investment companies under control of 

superintendent of banks. 
Duluth Morris Plan Company comes within provisions 

of section and gives commissioner of banks power and 
duty to safeguard rights of those dealing with it. Op. 
Atty. Gen., Jan. 19, 1933. 

Whether Duluth Morris Plan Company may purchase 
its own stock to hold for resale is a matter resting 
within discretion of commissioner of banks. Op. Atty. 
Gen., Jan. 19, 1933. 

7772. Supervision of superintendent—-Powers, how 
exercised—Fees. 

Op. Atty. Gen., Jan. 19, 1933; note under §7771. 

CREDIT UNIONS 
7774-1. Organization—Definition of. 
There is no provision of law for creation of a police 

relief association similar to the firemen's relief associa­
tion in cities of the fourth class. Op. Atty. Gen., May 27, 
1931. 

7774-2. By-laws and amendments to be approved. 
—To amend certificate of organization or by-laws 
whether at a general or special meeting; proposed 
amendments shall be fully set forth in the notice of 
the meeting. Any amendments to the by-laws shall 
be approved by three-fourths of the members then 
present, which number shall constitute a quorum. 
Any and all amendments to the certificate of organiza­
tion or by-laws must be approved by the Commissioner 
of Banks, before they become operative. The certifi­
cate of organization may be amended by a majority 
vote of the entire membership of the credit union at 
a meeting called for that purpose. In case such 
amendment is adopted the resolution containing a 
full text thereof and verified by its president and 
treasurer and approved by the Commissioner of Banks 
shall be recorded in the office of the register of deeds 
in the county in which said credit union is located. 
('25, c. 206, §1; Apr. 20, 1933, c. 346, §1.) 

7774-5. Membership in. 
Family relationship alone is not sufficient to entitle 

persons to belong to a credit union. Op. Atty. Gen., Dec. 
21, 1931. 

7774-7. Fiscal year—meetings.—The fiscal year 
of all credit unions shall end December 31. General 
and special meetings may be held in the manner and 
for the purposes indicated in the by-laws, provided, 
however, that 30 days before any regular meeting and 
ten days before any special meeting written notice 
shall be mailed to each member and in the case of a 
special meeting the notice shall clearly state the pur­
pose of the meeting and what matters will be conT 
sidered thereat. At all meetings a member shall have 
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but a single vote whatever his share holdings. There 
shall be no voting by proxy, provided, however, that 
any firm, society or corporation having a membership 
in the credit union may cast its vote by one person 
upon presentation by him of written authority of such 
firm, society or corporation. ('25, c. 206, §7; Apr. 
20, 1933, c. 346, §2.) 

' 7774-17. Reserve funds.—Every credit union shall 
maintain a reserve fund which at all times shall be 
kept liquid and intact and used as a reserve against 
bad loans and other losses and shall not be loaned to 
members or used to pay expenses of the credit union 
or otherwise distributed except in case of liquidation. 
All entrance fees, fines and each year, before the dec­
laration of a dividend ten per cent of the gross earn­
ings shall be set aside as a reserve fund against said 
bad loans and other losses until such time as such 
fund shall equal fifteen per cent of the assets of the 
credit union, and thereafter there shall be added to 
such fund at the end of each fiscal year such per cent 
of the gross earnings as will be required to maintain 
such fund as herein provided. There shall also be 
established and at all times maintained a reserve of 
not less than five per cent of the amount of the de­
posits; which shall be in cash and balances due from 
solvent banks. ('25, c. 206, §17; Apr. 20, 1933, c. 
346, §3.) 

A credit union must set aside 20% of its net earnings 
irrespective of the amount of the reserve fund. Op. Atty. 
Gen., Dec. 21, 1931. 

7774-20. Voluntary dissolution.—The process of 
voluntary dissolution shall be as follows: 

(a) A credit union may be voluntarily liquidated 
after four-fifths of the entire membership shall have 
voted such liquidation at a special meeting called by 
a majority of the board of directors for that purpose, 
upon thirty days' mailed written notice to each mem­
ber clearly stating the purpose of such special meet­
ing. By a majority vote of the members present at 
such meeting, a committee of three members shall be 
elected to liquidate the credit union. 

(b) Immediately after such meeting and before 
such committee shall proceed with the liquidation, the 
officers of the credit union shall file with the Com­
missioner of Banks a certified copy of the minutes of 
such meeting, a written statement outlining the plan 
of liquidation and a verified statement in writing sign­
ed by a majority of the officers consenting to such 
liquidation containing the names and addresses of all 
officers and directors of the credit union. After the 
Commissioner of Banks shall by proper examination 
determine that such credit union is solvent, he shall 
issue a certificate of approval of the liquidation, which 
certificate shall be filed with the Register of Deeds in 
the County where such credit union is located. Prom 
and after such special meeting the credit union shall 
cease to do business except for purposes of liquidation. 
Before commencing such liquidation such committee 
shall execute and file with the Commissioner of Banks 
a bond running to the State of Minnesota for the bene­
fit of the members and creditors of the credit union 
in such amount and with such sureties and in such 
form as shall be approved by the Commissioner of 
Banks conditioned for the faithful performance of all 
duties of its trust. 

(c) Upon filing of such certificate with the Register 
of Deeds, the credit union shall be deemed dissolved 
and its corporate existence terminated except for the 
purpose of discharging its debts, collecting and dis­
tributing its assets and doing all other acts required 
in order to liquidate. The credit union shall have a 
corporate existence and may sue and be sued. 

(d) If the credit union shall not be completely 
liquidated and its assets discharged within three 
years after such special meeting of the members, the 
Commissioner of Banks shall take possession of the 
books, records and assets and proceed to complete the 
liquidation in the manner then provided by law for 
the liquidation of closed banks. 

(e) Funds representing unclaimed dividends in 
liquidation in the hands of such liquidating committee 
or the Commissioner of Banks for six months after 
date of final dividend shall be deposited with the State 
Treasurer who shall within one year thereafter pay 
over the money so held by him to the persons re­
spectively entitled thereto upon being furnished satis­
factory evidence of their right to the same, and at 
the end of such year the State Treasurer shall credit 
all residue of such deposit to the General Revenue 
Fund. 

(f) Upon completion of the liquidation by such 
liquidating committee it shall file with the Commis­
sioner of Banks a verified statement in writing signed 
by the members of such committee stating that all 
debts of the credit union, including deposits, have been 
paid except unclaimed dividends, and if any such, the 
amount thereof, the names of the persons entitled 
thereto with their last known addresses, and all books 
and papers of the credit union shall thereupon be 
deposited with the Commissioner of Banks. ('25, c. 
206, §20; Apr. 20, 1933, c. 346, §4.) 

INDUSTRIAL LOAN AND THRIFT COMPANIES 
7774-25. Industrial loan and thrift companies au­

thorized.—It shall be lawful for three or more persons 
who may desire to form a corporation for the purpose 
of carrying on primarily the business of loaning money 
in small amounts to persons within the conditions 
hereinafter set forth, to organize under this law an 
industrial loan and thrift company by filing with the 
Secretary of State ajid the Register of Deeds of the 
counties in which such business is to be carried on, a 
certificate of incorporation, and upon paying the fees 
and upon compliance with the procedure provided for 
the organization and government of ordinary corpora­
tions under the laws of this state, and complying with 
the additional requirements prior to authorization to 
doing business as set forth in this Act. (Act Apr. 15, 
1933, c. 246, §1.) 

7774-26. Capital stock.—No corporation shall be 
organized under this law or qualified to do business 
thereunder with a capital of less than $25,000.00 in 
cities with less than 50,000 people; $50,000.00 in cities 
with more than 50,000 people and less than 100,000 
people; and $75,000.00 in cities with 100,000 people, 
or more, according to the last official census; each 
share of stock shall have a par value of not less than 
$25.00 per share. No corporation shall begin doing 
business under this Act and no existing corporation 
shall be permitted to qualify under this Act in this 
state unless its capital is fully paid, and unless a 
surplus of no less than ten per cent of said capital 
shall have also been fully paid and set up. After 
the capital of a corporation organized or doing busi­
ness under this Act shall have been fully paid and a 
surplus of not less than 10% also fully paid and set 
up, additional capital stock in any said corporation 
may be sold at not less than par, provided, however, 
that there is always maintained a surplus of at least 
10% of said capital of said corporation. (Act Apr. 
15, 1933, c. 246, §2.) 

Authorized capital must be fully issued. Op. Atty. 
Gen., June 27, 1933. 

7774-27. Must secure certificate from department 
of commerce.—Any corporation organized under the 
law of this state, shall, after compliance with the re­
quirements set forth in Sections 1 and 2 of this Act, 
cause an application in writing to be made to the 
Department of Commerce of this state for a certificate 
of authorization, said application to be in such form 
as is now or may hereafter be required from state banks 
making applications for charters in this state and at 
the time of filing such application shall also submit a 
copy of the by-laws of the corporation, its articles of 
incorporation and all amendments thereto. 

The Department of Commerce shall thereupon make 
or cause to be made an examination to ascertain 
whether the assets of such corporation over and above 
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all its liabilities, have an actual value of not less than 
the par value of all of its capital stock, which shall 
not be less than the amount prescribed by Section 2 
of this Act; and if such facts appear and the by-laws 
and articles of incorporation and amendments thereto 
are in accordance with law, the Department of Com­
merce shall issue a certificate of authorization, author­
izing the corporation to transact business as an indus­
trial loan and thrift company as provided in this Act. 

This authorization shall then be filed in the same 
places as specified for the filing of the certificate of 
incorporation in Section 1 of this Act. Such corpo­
ration shall thereupon become an industrial loan and 
thrift company. (Act Apr. 15, 1933, c. 246, §3.) 

Legislature did not intend tha t banking division of 
department of commerce exercise any jurisdiction Over 
choice of name. Op. Atty. Gen., May 24, 1933. 

Certificate of incorporation need not be submitted to 
commissioner of banks for approval, nor need there be 
filed printer 's certificate of publication of articles wi th 
secretary of s ta te and with commissioner of banks, nor 
need there be a certified s ta tement of expenses incurred 
in incorporation, but by-laws must be filed with depar t ­
ment of commerce. Id. 

7774-28. Special powers.—-Industrial loan and 
thrift companies in addition to the general and usual 
powers incidental to ordinary corporations in this state, 
which are not specifically restricted in this law, shall 
have the following special powers, which powers must 
be set forth in their articles of incorporation or amend­
ments, thereto, to-wit: 

(a) The right to discount or purchase notes, bills 
of exchange, acceptances or other choses in action. 

(b) The right to lend money upon the security of 
co-makers, personal chattels or other property, exclu­
sive of real estate, for a period not to exceed one year; 
to deduct in advance one year's interest on such loans 
at the rate of not in excess of (8%) eight per cent 
discount per annum; to require as a condition to the 
making of such a loan that the borrower purchase and 
pledge with the company as security for the loan a 
certificate of inbedtedness of the company in the same 
amount as the loan secured thereby, providing for 
payments in equal weekly, bi-weekly, or monthly in­
stallments, with or without interest, extending over 
substantially the period of the loan, payments thereon 
not to be construed as payments on the loan secured 
thereby; to charge for a loan exceeding $50.00 made 
pursuant to this subdivision, $1.00 for each $50.00, 
or fraction thereof, loaned, for expenses, including any 
examination or investigation of the character and cir­
cumstances of the borrower, co-maker or security and 
drawing and taking the acknowledgment of neces­
sary papers, or other expenses incurred in making the 
loan; provided that no fee collected hereunder shall 
exceed $10.00; and provided that for a loan exceed­
ing $500.00 one per cent (1%) additional of the 
amount loaned in excess of $500.00 may he charged 
for such expenses, not exceeding a total fee of $15.00. 
If any such loan made pursuant to this subdivision is 
$50.00 or less, such charge shall not be more than 
$1.00. No such charge shall be collected unless a 
loan shall have been made. 

(c) To impose a handling charge of five cents 
(5c) for each default in the payment of $1.00, or 
fraction thereof, at the time any periodical install­
ment on a certificate of indebtedness assigned as col­
lateral security for the payment of a loan made pur­
suant to the foregoing provisions becomes due, pro­
vided, however, that such handling charge shall not 
be cumulative; that the aggregate of such handling 
charges collected in connection with any such loan 
of $50.00, or less, shall not exceed fifty cents (50c), 
and that the aggregate of such handling charges col­
lected in connection with any such loan of more than 
$50.00, shall not exceed one per cent (1%) of such 
loan and shall in no event exceed $5.00. 

(d) The right with the consent of the Department 
of Commerce of this State to sell and issue for in­
vestment or to be pledged as security for a loan made 
contemporaneously therewith or otherwise; certificates 

of indebtedness, under any descriptive name, which 
may bear such interest, If any, as their terms may 
provide and which may require the payment to the 
company of such amounts from time to time as their 
terms may provide, and permit the withdrawal of 
amounts paid upon the same in whole or in part from 
time to time, and the credit of amounts thereon upon 
such conditions as may be set forth therein; and no 
such certificate of indebtedness shall have a surrender 
value which is less than the total amount paid to the 
company therefor. 

(e) Upon the maturity of a note, the borrower may, 
at his option, surrender the certificate of Indebtedness 
pledged to secure the same, In which event, the 
amounts, if any, paid on said certificate of Indebted­
ness, less such handling charges as are authorized 
by this Act, shall be applied to reduce the halance ow­
ing on said note. (Act Apr. 15, 1933, c. 246, §4.) 

(d). 
"Consent" should be given only upon compliance with 

provisions of law relat ing to regulation of sale of se­
curities. Op. Atty. Gen., May 4, 1933. 

7774-29. l imitat ion of powers.—No industrial loan 
and thrift company shall have power, however, to do 
any of the following, to-wit: 

(a) To carry commercial or demand banking ac­
count; to use the word "bank" or "banking" in its 
corporate name; to receive savings accounts or de­
posits or operate as a savings bank. 

(b) To have outstanding at any one time cer­
tificates of indebtedness, exclusive of those held by 
the company, as security for loans made by it of more 
than seven times the sum of the capital, surplus and 
undivided profits of the company. 

(c) To lend money in excess of five per cent of 
its paid-in capital, surplus and undivided profits to 
any one person or corporation primarily liable; pro­
vided, however, that if marketable collateral be taken 
as security for a loan, then an industrial loan and 
thrift company may loan not to exceed ten per cent 
of its capital, surplus and undivided profits to any 
one person or corporation primarily liable. 

(d) To accept trusts or act as guardian, adminis­
trator or judicial trustee in any form. 

(e) To deposit any of its funds in any banking 
corporation, unless such corporation has been designat­
ed by vote of a majority of directors or of the execu­
tive committee present at a meeting duly called, at 
which a quorum was in attendance. (Act Apr. 15, 
1933, c. 246, §5.) 

7774-30. Residence of directors.—At least three-
fourths of the Directors of any industrial loan and 
thrift company shall be residents of the principal city 
in which an industrial loan and thrift company shall 
be organized, and every director shall own and hold 
not less than twenty shares of capital stock of said 
industrial loan and thrift company, unencumbered: 
(Act Apr. 15, 1933, c. 246, §6.) 

7774-31. Must establish reserve.—All Indus­
trial loan and thrift companies shall establish as a 
reserve against the certificates of indebtedness de­
scribed in subdivision (d) under Section 4 above, of 
not less than ten per cent of the amount of Indebted­
ness thus created. Three per cent of this indebtedness 
shall be in cash in the actual possession of the in­
dustrial loan company or on demand deposit in ap­
proved banks of this state, and seven per cent of the 
total indebtedness may be in bonds admissible for 
investment by mutual savings banks under the laws 
of this state; provided, however, that such certificates 
of indebtedness as are issued under authority of sub­
division (b) of Section 4 of this Act, and are held by 
the industrial loan and thrift company as security for 
its own loans, shall not be considered as an indebted­
ness for which a reserve must be maintained under 
this section. (Act Apr. 15, 1933, c. 246, §7.) 

7774-32. May pay dividends.—When an industrial 
loan and thrift company is organized under this Act, 
or operating, thereunder, the Board of Directors may 
declare a dividend of so much of the net profits of 
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the corporation after providing for all expenses, re­
serves, interest and taxes accrued or due from said 
corporation, as they shall judge expedient, hut before 
any such dividend Is declared, not less than one-tenth 
of the net profits of the industrial loan company of 
the preceding half year, or for such period as is cov­
ered by the dividend, shall be carried to a surplus 
fund until such surplus shall amount to 20 per cent of 
its capital stock. (Act Apr. 15, 1933, c. 246, §8.) 

7774-38. Commissioner of banks to examine records. 
—The Commissioner of Banks of this state shall make 
examinations at least one time each year of each in-
dustr ial loah and thrift company organized or operat­
ing under this Act at which time he will satisfy him­
self that the corporation is in a solvent condition and 
Is complying with the requirements of this Act and 
operating according to sound business principles. In 
order to enforce his actions in this connection, the 
Commissioner of Banks is hereby vested with the 
same authority as in his examination and regulation of 
state banks. The cost of such examinations shall be 
borne by the corporation and the fees to be charged 
and paid by the corporation therefor shall be the same 
as is provided in Mason's Minnesota Statutes of 1927, 
Section 7.7 72. 

The penalties for violation of this Act, or for any 
wrongdoing in connection therewith, shall be the 
same as those applied to state banks under the laws 
of this state. (Act Apr. 15, 1933, c. 246, §9.) 

7774-34. Inconsistent acts repealed.—All Acts or 
parts of Acts in conflict herewith are hereby repealed. 
Provided, however, that nothing contained herein 
shall be construed to repeal, modify, change or re­
place Laws 1913, Chapter 439 as amended by Laws 
1915, Chapter 117. (Act Apr. 15, 1933, c. 246, §10.) 

7774*85. Provisions separable.—If any section, 
subsection, clause or phrase of this Act is for any 
reason held to be unconstitutional, such decision shall 
not affect the validity of the remaining portions of this 
Act. It is hereby declared that this Act would have 
been passed irrespective of the fact that any one or 
more sections, subsections, sentences, clauses or 
phrases are declared unconstitutional or invalid. (Act 
Apr. 15, 1933, c. 246, §11.) 

OTHER CORPORATIONS FOR PROFIT 

MANUFACTURING CORPORATIONS 
Act legalizing corporations organized under tit. 2, 

c. 34, G. S. 1894. Laws 1931, c. 46. 
7775. [Repealed]. 

. Repealed Apr. 18, 1933, c. 300, §63. 
. Articles of incorporation held to confine the corpora­

tion to an exclusively manufacturing business. 172M394, 
215NW521. 

7776. Withdrawal of capital—Liability of stock­
holders. 

Not applicable to corporations governed by |7492-1 
et seq. See §7492-62(1). 

FOR MINING AND OTHER PURPOSES 
7777. [Repealed]. 
Repealed Apr. 18, 1933. c. 300, §63. 
Paterson v. S., 186M611, 244NW281; note under §7447. 
7778. Meetings—Stock in other companies—Fraud­

ulent issue of stock. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 

MORTGAGE AND LOAN COMPANIES 
7796. Powers. 
The First Bank Stock Corporation and the Northwest 

Bancorporation are not "banks" or "mortgage loan com­
panies" within statutes providing method for taxation 
of banks. Op. Atty. Gen., Aug. 29, 1930. 

CO-OPERATIVE ASSOCIATIONS 
7822. Formation—purposes. 

. Independent rural telephone company organized on 
June 25, 1913, held a de facto corporation and dependents 
Of employe held entitled to compensation. Ebeling v. I., 
' 604'- ~ 187M604,' 246NW373. See Dun. Dig. 1981. 

7825. ' Officers—Management. 
Chairman of a central organization consisting of Ave 

delegate representatives chosen by five cooperative as­
sociations has a right to vote as a delegate upon all 
questions coming before the body for consideration in 
the absence of a specific provision restricting him to a 
vote only in case of a tie. Op. Atty. Gen., Jan. 30, 1932. 

7826. Capitals-Limit of interest—Shares. 
Increase of capital stock beyond $100,000 held invalid. 

172M334, 215NW428. 

7831. Officers—by-laws—amendment of articles.— 
Every such association shall have a president, a treas­
urer and not less than three directors, who shall to­
gether constitute a board of managers and conduct its 
business. Such officers shall be chosen annually by 
the^ stockholders, and shall hold their offices until 
others shall be chosen and qualified. The association 
shall make its own by-laws, not inconsistent with the 
law, and may herein provide for any other officers 
deemed necessary, and the mode of their selection. 
It may amend its articles of incorporation at any gen­
eral stockholders' meeting, or at any special meeting 
called for that purpose, upon ten days' notice to the 
stockholders. The amount of capital stock shall be 
fixed by the articles of incorporation, which amount 
and the number of shares may be increased or dimin­
ished at a stockholders' meeting, specially called for 
that purpose, but the whole amount of stock shall 
never exceed one hundred thousand dollars. Within 
thirty days after the adoption of the amendment in­
creasing or diminishing its capital stock, it shall cause 
the vote so adopting it to be recorded in the office of 
the secretary of state. No share shall be issued for 
less than its par value, and no member shall own 
shares of a greater par value than one thousand dol­
lars, or be entitled to more than one vote. It may 
commence business whenever 20 per cent of the au­
thorized stock has been subscribed for and paid in, 
but no certificate of shares shall be issued to any 
person until the full amount of such subscription 
therein has been paid in cash, and no person shall be­
come a shareholder therein except by the consent of 
the managers. The profits on the earnings of such as­
sociation shall be distributed to those entitled thereto 
by its by-laws and in proportions and at the times 
therein prescribed, which shall be as often as once in 
twelve months. Every corporation organized under 
the terms of this act shall, on or before December 
30th, in each year, make a report to the state dairy 
and food commissioner; such report shall contain the 
name of the corporation, its principal place of business 
in this state, and generally a statement as to its busi­
ness, showing total amount of business transacted, 
its profits and losses. ('07, c. 293, §2; G. S. '13, 
§6488; Apr. 20, 1933, c. 330, §1.) 

Sec. 2 of Act Apr. 20, 1933, cited, repeals all laws in 
conflict. 

Stockholders of a co-operative association, organized 
prior to the enactment of Laws 1919, c. 382, and which 
has not elected to come under its provisions, cannot 
remove officers or directors at a meeting called for that 
purpose. 178M164, 226NW401. 

SUPPLEMENTARY LAWS 
7834. Co-operative associations—who may organize 

—purpose—powers.—A co-operative association may 
be formed for the purpose of conducting any agricul­
tural, dairy, marketing, transportation, warehousing, 
commission, contracting, building, mining, telephone, 
manufacturing, or any mechanical, mercantile or elec­
trical heat, light or power business, or for all such 
purposes or for any other lawful purpose, upon the 
co-operative plan, and in addition to other powers, 
such co-operative association, shall have the- power 
either as agent or otherwise to buy, sell or deal in 
its own products, the products of its individual mem­
bers or patrons, the products of any other co-operative 
association or of its members or patrons, whether such 
co-operative association be organized under the provi­
sions of this Act or otherwise. It shall be lawful for 
such co-operative association to sell its own products 
as well as the products of its members or patrons for 
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them, or the products of any other co-operative as­
sociation or of its members or patrons tor them, as 
the case may be, either individually or collectively, 
and to negotiate the price at which such products may 
be sold either for itself or for its members or patrons, 
or such other co-operative association and its members 
or patrons, individually or collectively, as the case may 
be; also to enter into or become a party to any contract 
or agreement either for itself or for its individual mem­
bers or patrons, or between it and its member. For 
the purposes above stated such co-operative associa­
tion shall have the power and authority as a corpora­
tion to purchase and hold, lease, mortgage, encumber, 
sell, exchange and convey such real estate, buildings 
and personal property as the business of the associa­
tion may require, also to erect buildings or other struc­
tures or facilities upon its own lands or leased grounds, 
or upon right of way legally acquired by such co-opera­
tive association. Such co-operative association shall 
have the power and authority to issue bonds or other 
evidence of indebtedness and to borrow money to 
finance the business of the association, or to make 
advances to its members,or patrons upon produce de­
livered by such members or patrons to the association 
provided, however, that the indebtedness so incurred 
shall not exceed the limit of indebtedness fixed in the 
articles of incorporation of such co-operative associa­
tion, as hereinafter required. For the purpose of em­
powering and authorizing co-operative associations in­
corporated under the provisions of this Act to join 
with other co-operative associations in this state or 
other states, whether incorporated under this Act or 
under the laws of any other state, to form district, 
state or national organizations or market agencies, 
any co-operative association incorporated under this 
Act, by vote of the governing board thereof may pur­
chase, acquire, hold or dispose of the stock of any 
other co-operative association or corporation, whether 
incorporated under this Act or under the laws of any 
other state, and assume all rights, interests, privileges, 
responsibilities and obligations arising out of the own­
ership of such stock. A co-operative association in­
corporated under this Act shall also have the power 
and authority, either for itself or for its individual 
members or patrons, to do and perform every act and 
thing necessary or proper to the conduct of its busi­
ness or the accomplishment of the purposes set forth 
in this Act, and in addition any other rights, powers 
or privileges granted by the laws of this state to or­
dinary corporations, except such as are inconsistent 
with the expressed provisions of this Act. 

A co-operative association incorporated under this 
Act, constituted wholly or partially of other co-opera­
tive associations organized under this Act or under the 
laws of this or any other state, shall have the power to 
accept deposits of money or securities from such co­
operative associations, to loan or borrow upon such 
security as it may consider sufficient in dealing with 
its member co-operatiVes and to exercise any and all 
fiduciary powers in its relations with such co-opera­
tives as constitute its membership. 

For the purpose of this Act a co-operative associa­
tion shall be defined as any corporation or association 
of ultimate producers and/or consumers organized 
under this Act or any other statute of the State of 
Minnesota now existing or hereafter enacted pro­
viding for the incorporation of co-operative associa­
tions; also any central organization composed wholly 
or in part of such associations. The plans of organiza­
tion and the business practices of any such associa­
tion shall be stated in its articles of incorporation 
and by-laws and shall provide (a) that the ownership^ 
of capital stock therein by any individual stockholder 
shall not exceed the par value of $1,000.00; and (b) 
that individual stockholders shall be restricted to only 
one vote in the affairs of the association; and (c) 
that shares of stock shall not be transferable except 
with the approval and consent of the governing board 
of such association; and (d) that interest shall not 

be paid on outstanding or paid-up capital stock of 
the association in excess 6% per annum; and (e) that 
the net income of such association, except such amounts 
as are required to be set aside as a reserve fund or 
permanent surplus or may be set aside by vote of the 
stockholders of the association, available for distribu­
tion, among the members, or patrons, or both, as the 
case may be, shall be distributed only on the basis of 
patronage. No corporation or association hereafter 
organized in this state shall be entitled or permitted 
to use the term "co-operative" as part of its corporate 
or business name or title, or to represent itself as a 
co-operative association, unless it has complied with 
the provisions of this Act, or any other law of this 
state now existing or hereafter enacted providing for 
the incorporation of co-operative associations. Any 
corporation or association which violates this.provi­
sion shall be guilty of a misdemeanor. ('19, c. 382, 
§1; '21, c. 23, §1; '23, c. 326, §1; Apr. 1, 1933, r. 
148.) 

A cooperative corporation, organized under this law, 
may contract with and incur debts to others than coop­
erative associations and members thereof. Farmers ' 
Dairy Co.'s Receivership, 177M276, 225NW22. 

Corporation organized under this act and paying a 
fixed rate of 6 per cent on its shares, held not entitled 
to deduct such payment as interest paid in computing 
its federal income tax. 21 U. S. Board of Tax Appeals, 
744. See Dun. Dig. 245b. 

A cooperative association could not be organized on 
a membership basis to accept sums of money for safe­
keeping and to g ran t members privilege of wi thdrawing 
deposits at any time. Op. Atty. Gen., May 31, 1933. 

Cooperative association may be organized for purpose 
of purchasing fuel oil to sell to members only. Op. Atty. 
Gen., June 9, 1933. 

7830. Capital—Limits of interest—Vote.—The 
amount of the authorized capital stock of the asso­
ciation shall be fixed by the articles of incorporation. 
The amount of the authorized capital stock and the 
number of shares may be increased or diminished at 
any regular meeting .of the stockholders of the asso­
ciation or at any special meeting of the stockholders 
called for such purposes, in the manner hereinafter 
provided for amending the articles of incorporation. 

Within 30 days after the adoption of an amend­
ment increasing or diminishing the authorized capital 
stock, a copy of such amendment and a statement of 
the proceedings and the vote by which such amend­
ment was adopted shall be filed or recorded in the 
offices where the articles of incorporation were filed 
or recorded, as provided in Section 2, of this Act. 
The association may commence business whenever 
20% of the authorized capital stock has been sub­
scribed and paid in and the amount of the capital 
stock outstanding shall at no time be diminished be­
low 20% of the amount of the authorized capital. 
No share shall be issued for less than its par value 
nor until the same has been paid for in cash or its 
equivalent and such payment has been deposited with 
the treasurer of the association. 

Any association organized under this Act may limit 
the amount of stock or the number of shares of stock 
therein, which may be issued to or owned by an in­
dividual person or association, which in the case of 
an individual shall not exceed the amount of $1,000.00 
of the par value of such stock. Any co-operative asso­
ciation organized under this Act may acquire and hold 
stock in any other corporation organized under any. 
law of this state or of any other state of the United 
States, the purpose of which may be a • federation 
of co-operative associations or for the purpose 
of forming a district, state or national market­
ing, sales or service agency or for the purpose 
of acquiring marketing facilities at terminal or 
other markets in this state or other states. A stock­
holder in any co-operative association organized un­
der this Act shall not be entitled to more than one 
vote which shall be in person, or by mail as herein­
after provided, and not by proxy, except that any such 
co-operative association that is a stockholder in any 
other corporation shall have the power and author-
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Ity by i t s board of d i rec to r s or by i ts s tockho lde r s to 
elect or appo in t any person or pe r sons to r e p r e s e n t 
it a t any mee t ing of t h e s tockho lde r s of any corpora ­
t ion in which it owns s tock a n d t h e pe r son or pe r sons 
so e l e c t e d o r appoin ted shal l have full power and au ­
tho r i t y t o ' r e p r e s e n t such co-operat ive associa t ion a n d 
also to cas t i ts vo te or votes a t any such mee t ing . 

P rov ided however t h a t in co-operat ive associa t ions 
whol ly or par t i a l ly cons t i tu t ed of o the r co-operat ive 
associa t ions organized u n d e r th is Act or u n d e r t h e 
L a w s of t h i s or any o t h e r s t a t e , each affiliated m e m ­
ber co-operat ive shal l have a n add i t iona l vote for a 
ce r t a in s t ipu la t ed vo lume of bus iness done by it wi th 
i t s cen t r a l o rgan iza t ion a n d / o r a ce r ta in s t ipu la ted 
n u m b e r of m e m b e r s in such associa t ions , to be de te r ­
mined in e i the r or both cases by t he ar t ic les a n d / o r 
by- laws of t he cen t ra l associa t ion. 

P rov ided fur ther , t h a t any such co-operat ive cen­
t r a l associa t ion organized u n d e r th i s Act or u n d e r t h e 
l aws of th i s or a n y o the r s t a t e hav ing a t a n y t i m e 
m o r e t h a n t h r e e t h o u s a n d (3 ,000) indiv idual m e m ­
bers or s tockho lde r s may g r o u p such m e m b e r s or 
s tockho lde r s in local un i t s on t e r r i t o r i a l or o the r 
basis as may be de t e rmined by the ar t ic les a n d / o r by­
laws of t he cen t ra l associa t ion. 

T h e g roup ing of such m e m b e r s or s tockho lde r s shal l 
be d e t e r m i n e d by the d i rec to rs of t he cen t r a l asso­
ciat ion a t the i r first mee t ing immedia te ly following 
the adopt ion of such provis ion in t h e ar t ic les a n d / o r 
by- laws of the cen t ra l associa t ion. 

Each of said un i t s shal l be en t i t l ed to be repre ­
sen ted a t any and all s tockho lde r s ' mee t ings of t he 
cen t ra l associa t ion by a de lega te or de lega tes of the i r 
own choosing a n d such de lega tes shal l exercise t he 
s ame powers a t such s tockho lde r s ' mee t ings as any 
sha reho lde r of t he cen t ra l associa t ion may exercise 
on such basis of vot ing r i g h t s as is provided for in 
t h e a r t i c les a n d / o r by-laws of the cen t ra l associa t ion 
pe r t a in ing to such s h a r e h o l d e r s . 

The d i rec tors of t he cen t ra l associat ion shal l have 
t he power to do all t h ings necessary to give full force 
and effect to th is sect ion inc luding the power to fix 
t he t ime a n d place a n d r u l e s of conduc t for t he hold­
ing of mee t ings by such un i t s for t he purpose of the i r 
e lect ing a de lega te or de lega tes to all s tockho lde r s ' 
mee t ings of t h e cen t r a l associa t ion. 

Stock in any co-operat ive associat ion organized un ­
der th is Act shal l be sold or t r ans f e r r ed only wi th t h e 
consen t and approva l of t h e board of d i rec tors and the 
by-laws of such co-operat ive associa t ion shal l provide 
t h a t it shal l have t h e first pr ivi lege of' pu rchas ing 
s tock offered for sale by any s tockholder . Any s tock 
so acqui red by the board of d i rec to r s for such co­
opera t ive associa t ion may be he ld as t r e a s u r y s tock 
or may be r e t i r ed a n d cancel led. Any s tockholder 
who knowingly , i n t en t iona l ly or r epea ted ly viola tes 
a provision of t he by-laws adop ted by any co-operat ive 
associa t ion organized u n d e r th i s Act may be r equ i r ed 
by the board of d i rec to r s of such co-operat ive asso­
ciat ion to forfeit h is stock, in which case t h e asso­
ciat ion shal l re fund to such s tockholder t he par va lue 
of his s tock or in case t he book va lue of such s tock 
shal l be g r e a t e r or lesser t h a n the p a r va lue , such 
s tockho lde r shall be paid t he a m o u n t of t h e book va lue 
of such stock. Stock so forfei ted shal l be r e t i r ed and 
cancel led by the boa rd of d i rec to r s and such stock­
ho lders shal l t he r ea f t e r have no r igh t s , pr ivi leges or 
benefits in such co-opera t ive associa t ion. 

Any s tockho lde r w h o is absen t f rom any m e e t i n g 
of t he s tockho lde r s of any associa t ion organized u n d e r 
t h e provis ions of th i s Act, may, as he re in provided 
bu t no t o the rwise , vo te by mai l on t he bal lo t he re in 
prescr ibed , upon any mot ion , r e so lu t ion or a m e n d m e n t 
to be ac ted upon a t such mee t ing . Such bal lo t shal l 
be in t he form prescr ibed by t h e boa rd of d i rec tors 
of such associa t ion a n d shal l con ta in t he exact text 
of t h e proposed mot ion , reso lu t ion or a m e n d m e n t to 
be ac ted upon a t such m e e t i n g and t h e da t e of t h e 
m e e t i n g ; and shal l also conta in spaces opposi te t he 

text of such mot ion , reso lu t ion or a m e n d m e n t in 
which such . s t o c k h o l d e r m a y ind ica te his affirmative 
or nega t ive vote t he reon . Such s tockho lde r shal l ex­
press his choice by m a r k i n g a n " X " in t h e a p p r o p r i a t e 
space upon such bal lot . Such ba l lo t sha l l be cer t i ­
fied to a n d s igned by the s tockho lde r if a n ind iv idua l , 
or if a co rpora t ion by the p res iden t or s ec re t a ry t h e r e ­
of, and w h e n received by t h e sec re ta ry of t h e asso­
ciat ion ho ld ing the mee t ing , shal l be accepted a n d 
counted as t h e vote of such a b s e n t s tockholder a t such 
mee t ing . ( ' 19 , c. 382, § 3 ; ' 2 1 , c. 23 , § 3 ; ' 2 3 , c. 326 , 
§ 3 ; Apr . 1, 1933 , c. 148.) 

Provision for forfeiting and re t i r ing the stock of an 
offending stockholder does not free him from double 
liability imposed by Const., art . 10, §3. 174M427, 219 
NW466. 

Cooperative associations may issue bonus stock. Op. 
Atty. Gen., May 31, 1933. 

Notes or property may be accepted in lieu of cash in 
payment of stock. Id. 

7838 . Quorum. 
This section refers to corporate action of associations 

originally created under the act of 1919 or which became 
subject to that act in accordance with section 7843. 172 
M334, 215NW428. 

Increase of capital stock beyond $100,000 held invalid. 
172M334, 215NW428. 

7839 . D i r e c t o r s — E l e c t i o n o f — E t c . 
Stockholders of a cooperative association, organized 

prior to the enactment of Laws 1919, c. 382, and which 
has not elected to come under its provisions, cannot re­
move officers or directors at a meeting called for t ha t 
purpose. 178M164, 226NW401. 

7840 . E a r n i n g s — R e s e r v e f u n d — D i s t r i b u t i o n . 
Counties purchasing gasoline from cooperative oil as­

sociations may not receive a patronage dividend. Op. 
Atty. Gen., Dec. 16, 1931. 

No cooperative association is authorized to pay inter­
est upon stock or to declare a patronage dividend until 
an adequate reserve for depreciation of physical equip­
ment is set up. Op. Atty. Gen., Jan. 2, 1932. 

7 8 4 3 . Associa t ions he re to fo re o rgan ized . 
178M164, 226NW401. 
172M334, 215NW428; note under §7838. 
7844 . A m e n d i n g a r t i c les of incorpora t ion . 
172M334, 215NW428: note under §7838. 
Provision in articles of incorporation limiting owner­

ship of capital stock to $75 par value, could be amended 
to limit such ownership to $50, but such change would 
not affect r ights of existing stockholders. Op. Atty. 
Gen., Feb. 23. 1933. 

Cooperative association may issue stock dividend and 
amend articles by majority vote of shares of stock. Op. 
Atty. Gen., June 9, 1933. 

Cooperative association may not amend articles to 
permit membership of companies doing a garage manu­
factur ing or other similar non-cooperative businesses. 
Id. 

7859-7 . R e n e w a l of corporate ex is tence . 
Subsequent ac ts : Laws 1929, c. 136; Laws 1931, c. 108; 

Laws 1931, c. 241. 

7859-10 . Same—Assoc ia t ions accepted . 
Subsequent curative ac ts : Laws 1929, c. 136. 
7859-11 . R e n e w a l of c o r p o r a t e exis tence, e tc . 

Act authorizing renewal of period of corporate ex­
istence of certain cooperative associations. Laws 1931, 
c. 149. 

Act Mar. 1, 1933. c. 40, authorizes renewal where corpo­
ra te existence has expired within 10 years prior to 
passage of act, and validates acts done prior to renewal. 

Act Ex. Ses., Dec. 23, 1933, c. 11, authorizes renewal 
of corporate existence of cooperative companies and as ­
sociations whose period of duration has expired prior 
to passage of act. Omitted as temporary. 

7859-12 . Same—Conveyances , etc . , legal ized . 
Subsequent curat ive acts : Laws 1929, c. 171. 
7859 -13 . Cer ta in coopera t ive c r e a m e r y assoc ia t ions 

c o n t i n u e d . — A n y coopera t ive c r e a m e r y associa t ion or ­
ganized u n d e r t he provis ions of Revised L a w s of 1905 , 
Section 3073 , or ac ts a m e n d a t o r y thereof, may renew its 
co rpo ra t e exis tence for a per iod of no t m o r e t h a n twen­
ty yea r s , wheneve r t he ho lde r s of a major i ty of t he s tock 
thereof shal l a d o p t a r e so lu t ion to t h a t effect a t any 
r e g u l a r mee t ing , o r a t any special m e e t i n g called for 
t h a t express ly s t a t ed pu rpose . (Act Apr . 2 1 , 1933 , 
c. 358 , §1.) 

7859-14 . Resolut ion t o be filed wi th the r e g i s t e r of 
deeds .—A copy of such reso lu t ion certified by t h e 
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chairman and secretary of such meeting shall be filed 
in the office of the register of deeds of the county in 
which such corporation shall be located. (-Act Apr. 
21, 1933, c. 358, §2.) 

Sec. 3 of Act Apr. 21, 1933, cited, provides that the act 
shall take effect from its passage. 

Act Jan. 6, 1934, Ex. Ses., c. 48, authorizes renewal of 
corporate existence of horticultural corporations and so­
cieties whose term has expired, proceedings therefore 
to be taken within six months after passage of act. 
Omitted as temporary. 

AGRICULTURAL SOCIETIES 

STATE AGRICULTURAL. SOCIETY 
7861. Membership in state agricultural society.— 

* * * * * * * 
4. Two delegates elected by, and the president, 

ex-omcio, of the following societies and associations: 
The State Horticultural Society, the State Dairyman's 
association, the State Beekeepers' association, the 
Minnesota Livestock Breeders' association, the Min­
nesota Crop Improvement association, the Minnesota 
Swine Breeders' association, the Minnesota Sheep 
Breeders' association, the Minnesota Horse Breed­
ers' association, the Minnesota Veterinary asso­
ciation, the Minnesota Cattle Breeders' association, 
the State Poultry association, the Minnesota Imple­
ment Dealers' association, the Minnesota Florists' as­
sociation, the Minnesota Garden Flower association, 
the Minnesota County Exhibitors' associations, the Min­
nesota Federation of County Fairs, the State Forestry 
association, Minnesota State Nurserymen's associa­
tion, the Minnesota State Grange association, the Min­
nesota Creamery Operators' and Managers' association, 
the Minnesota Association of Local Creameries, Inc., 
the Land O'Lakes Creameries, Inc., and the Minnesota 
Farm Bureau Federation. The following societies and 
associations shall be entitled to one vote each: Min­
neapolis Market Gardeners' association of Minnesota, 
the State Growers' association, Minnesota Shorthorn 
Breeders' association, Minnesota Guernsey Breeders' 
association, Minnesota Jersey Cattle club, Minnesota 
Holstein-Friesian Breeders' association, the Minne­
sota Hereford Breeders' association, Minnesota Aber­
deen Angus Breeders' association, Minnesota Red 
Polled Breeders' association, Minnesota Ayrshire 
Breeders' association, Minnesota Brown Swiss Breed­
ers' association, Minnesota Poland China Breeders' 
association, Minnesota Duroc Jersey Breeders' associa­
tion, Minnesota Chester White Breeders' association 
and Minnesota Berkshire Breeders' association, provid­
ed, that all such societies and associations shall be 
active and state-wide in their scope and operation, 
hold annual meetings and be incorporated under the 
laws of the State of Minnesota, before being entitled 
to select such delegates. The societies and associa­
tions named in this subdivision shall file with the Sec­
retary of State, on or before December 20, of each 
year, a report showing that said society or association 
has held a regular annual meeting for such year, a 
summary of its financial transactions for the current 
year and an affidavit of the president and secretary 
that it has a paid-up membership of at least twenty-
five. On or before January 5 of each year, the secre­
tary of state shall certify to the secretary of the state 
agricultural society the names of such societies or 
associations herein named as have complied with the 
provisions hereof. (As amended Apr. 20, 1931, c. 231; 
Apr. 1, 1933, c. 136; Jan. 9, 1934, Ex. Ses., c. 57, §1.) 

The report required to be filed by Subdivision 4, 
Section 7861 of Mason's Minnesota Statutes for 1927, 
as amended, for the year 1934 may be filed by the 
Minnesota Association of Local Creameries, Inc., Land 
O'Lakes Creameries, Inc., on or before January 13, 
1935, and in succeeding years shall be filed in accord­
ance with the provisions of said subdivision 4. (Act 
Jan. b, 1934, Ex. Ses., c. 57, §2.) 

* * * * * * * 
7862. Management. 
For the purpose of electing members of the governing 

board of the State Agricultural Society, House Pile No. 

1456 (Laws 1931, pages 640, 641) must be followed. Op. 
Atty. Gen., Oct. 20, 1931. 

A congressional district under new apportionment act 
is entitled to a representative, and a vacancy exists 
for a district not represented, though number of direc­
tors exceed number of congressional districts; Op. Atty. 
Gen., May 11, 1933. 

Congressional redistricting act. Laws 1933, c. 185, 
abolished office held by member of board of managers 
from 10 districts and also created vacancy in office of 
one elected for district of which he was not resident 
under new act. Op. Atty. Gen., May 25, 1933. 

7875. Rules and regulations. 
County board with approval of state fair board and 

board of town in which state fair grounds are situated 
may issue license to sell non-intoxicating beer to a res­
taurant to be located on fair grounds for three days. 
Op. Atty. Gen., June 17, 1933. 

COUNTY AGRICULTURAL SOCIETIES 
7885. County agricultural societies—Etc. 
Laws 1929, c. 91, and Laws 1931, c. 219, authorize re­

newal of corporate existence after expiration of original 
term. 

Act relating to filing fees for extension of corporate 
term of county agricultural societies. Laws 1931, c. 165, 
ante, §7475-1. 

Agricultural association was entitled to state aid, 
though all entry fees were charged to premiums award­
ed exhibitors. Op. Atty. Gen., Feb. 8, 1933. 

Fact that agricultural association discounted premium 
checks after they were written in full sums did not de­
prive it of state aid, it appearing that association had 
aid premiums in excess of amount of state aid and dis­
count being used to prorate fund. Op. Atty. Gen., Feb. 
8, 1933. 

7886. Aid to county agricultural societies.—All 
sums hereafter appropriated to aid county and dis­
trict agricultural societies and associations, shall be 
distributed to the following named agricultural so­
cieties, or associations: Aitkin County Agricultural 
Society, Anoka County Agricultural Society, Becker 
County Agricultural Society and Fair Association, 
Beltrami County Agricultural Association, Benton 
County Agricultural Society, Bigstone County Agri­
cultural Society, Blue Earth County Agricultural So­
ciety, Brown County Agricultural Society, Carlton 
County Agricultural and Industrial Association, Car­
ver County Agricultural Society, Cass County Agri­
cultural Society, Chippewa County Driving Park and 
Fair Association, Chisago County Agricultural Soci­
ety, Clay County Agricultural Association, Clearwater 
County Agricultural Society, Cook County Agricultur­
al Society, Cottonwood Agricultural Society, Crow 
Wing County Agricultural Society, Dakota County Ag­
ricultural Society, Dodge County Agricultural Asso­
ciation, Douglas County Fair Association, Faribault 
County Agricultural Society, Fillmore County Agri­
cultural Society, Freeborn County Agricultural So­
ciety, Goodhue County Agricultural Society and Me­
chanic Institute, Grant County Agricultural Associa­
tion, Hennepin County Agricultural Society, Houston 
County Agricultural Society, Hubbard County Agricul­
tural Association, Isanti County Agricultural Society, 
Itasca County Agricultural Society, Jackson County 
Fair Association, Kanabec County Agricultural So­
ciety, Kandiyohi County Agricultural Society, Kittson 
County Agricultural Society, Koochiching County Ag­
ricultural Association, Lac qui Parle County Agri­
cultural Society, Lake County Agricultural Society, 
LeSueur County Agricultural Society, Lincoln Coun­
ty Agricultural Society and Fair Association, Lyon 
County Agricultural Society, McLeod County Agri­
cultural Association, Mahnomen County Agricultural 
Society, Marshall County Agricultural Association, 
Martin County Agricultural Society, Meeker County 
Agricultural Society, Mille Lacs County Agricultural 
Society, Morrison County Agricultural Society, Mow­
er County Agricultural Society, Murray County Agri­
cultural Society, Nicollet County Agricultural Society, 
Nobles County Fair Association, Norman County Ag­
ricultural Society, Olmstead County Agricultural As­
sociation, Ottertail County Agricultural Society and 
Fair Association, Pennington County Agricultural So­
ciety, Pine County Agricultural Society, Pipestone 
County Agricultural Society, Northwestern Minnesota 
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Agricultural Society, Pope County Agricultural So­
ciety, Ramsey County Agricultural Society, Red Lake 
County Agricultural Society, Redwood County Agri­
cultural Society, Renville County Agricultural So­
ciety, Rice County Agricultural Society, Rock Coun­
ty Agricultural Society, Roseau County Agricultural 
Society, St. Louis County Agricultural Society, Scott 
County Agricultural Society, Sherburne County Agri­
cultural Society, Sibley County Agricultural Associa­
tion, Stearns County Agricultural Society, Steele 
County Agricultural Society, Stevens County Agri­
cultural Society, Swift County Agricultural Society, 
Todd County Agricultural Society, Traverse County 
Agricultural Association, Wabasha County Agricul­
tural Society, Wadena County Agricultural Society, 
Waseca County Agricultural Society, Watonwan 
County Agricultural Society, Wilkin County Agricul­
tural Society and Fair Association, Winona County 
Agricultural Society and Industrial Fair Association, 
Wright County Agricultural Society, Yellow Medicine 
County Agricultural Society, Perham Agricultural So­
ciety, Farmers' Co-operative Agricultural Society of 
Waconia, Scott County Good Seed Association and 
Farmers ' Agricultural Society, Mankato Fair and 
Blue Earth County Agricultural Association, Fari­
bault Agricultural and Fair Association, Polk Coun--
ty Agricultural Fair Association, Traverse County Ag­
ricultural Fair Association, St. Vincent Union Indus­
trial Association, Cass County Agricultural Associa­
tion, Shell Prairie Agricultural Association, Cannon 
Valley Agricultural Association, Morrison County Ag­
ricultural Fair Association, and Washington County 
Agricultural Society, Northern Minnesota District 
Fair Association, and Lake of the Woods County Fair 
Association, Baudette and St. Louis County Commu­
nity Fair Association, when not receiving specific 
state appropriations, pro rata, to be paid out in pre­
miums at the fairs of only such society or association 
as have an annual membership of twenty-five or 
more, maintain an active existence, hold annual fairs 
on enclosed grounds owned or leased by such socie­
ties and associations; provided, that they shall have 
paid out in premiums to exhibitors during the year 
as much as they received from the state, and provid­
ed further that no such county or district agricultur­
al society shall receive in any year from the state 
for the purpose of reimbursing it for the amount of 
premiums paid at its fairs, a sum in excess of seventeen 
[hundred] ($1,700) dollars. Such pro rata distribution 
shall be in accordance with the following method; 
the premiums paid out by the said societies or asso­
ciations, after excluding therefrom the payments 
made for horse races, ball games and amusement 
•features of any nature as hereinafter provided, shall 
be added together, but in case any society or associa­
tion shall have paid out a sum in excess of $1,700 in 
making such total amount the sum of $1,700 shall 
be taken in place of the amount actually paid out. 
The total amount available for distribution shall be 
divided by such total amount of premiums paid out 
and the rate per cent for distribution thus arrived 
at, but if this shall exceed 100% the same shall be 
reduced to 100%. The amount of the premiums so 
paid out by each society shall then be multiplied by 
this rate, and the amount each society shall receive 
shall be in that manner determined, but the sum of 
$1,700 shall be so multiplied by the rate in case of 
any society which shall have actually paid out in a 
sum in excess of $1,700. All payments authorized 
under the provisions of this act shall be made only 
upon the filing by the public examiner with the state 
auditor a certificate of examination, "in which the 
public examiner shall certify that he has caused an 
examination to be made of the records and accounts 
of such agricultural society making application for 
state aid and that it has in every respect complied 
with the requirements of this act relating to state 
aid. Upon receipt of such certificate of examination 

by the public examiner it shall be the duty of the 
state auditor to draw his voucher in favor of such 
agricultural society for the amount to which it is 
entitled under the pro rata distribution of any apr 
propriations made for the purpose of state aid to 
such societies. 

It shall be the duty of the public examiner to pre­
scribe uniform forms and methods of accounting to 
be used by agricultural societies and no such society 
shall be entitled to state aid under the provisions of 
this act unless it has complied with the orders and 
instructions of the public examiner with respect to 
the use of the accounting forms and methods so pre­
scribed by the public examiner. 

Any county or district agricultural society which 
may have held its second annual fair shall be entitled 
to share pro rata in such distribution. The state 
auditor shall certify to the secretary of the State Ag­
ricultural Society on or before January 5th of each 
year a list of all county or district agricultural socie­
ties that have complied with this act, and which are 
entitled to share in such appropriation. All payments 
hereunder shall be made on or before December 20th 
on the year in which the fair is held, provided, how­
ever, that in determining the amount to be paid to 
any society or association under this section, the state 
auditor shall exclude all payments made by such so­
ciety or associations as premiums or purses for, or in 
horse races, ball games and amusement features of 
any nature. (R. L. '05, §3098; '11, c. 381, §6; G. 
S. '13, §6516; '13, c. 425, §1; '15, c. 243, §1; '19, 
c. 138, §1; *21, c. 452, §1; '23, c. 301, §1; '25, c. 47; 
Apr. 16, 1929, c. 211.) 

The holding of a live stock show is not the holding 
of a fair, and premiums paid will not be considered in ap­
portioning state aid. Op. Atty. Gen., Feb. 26, 1929. 

County agricultural society can legally limit payment 
of premiums to 4H club members. Op. Atty. Gen., May 
25, 1933. 

County agricultural society is entitled to aid, though 
it pays premiums to only 4H Club exhibitors. Op. Atty. 
Gen., June 19, 1933. 

SOCIAL AND CHARITABLE CORPORATIONS 
GENERAL, PROVISIONS 

7892. Enlarging powers of social and charitable 
corporations. 

Curative Act—Laws 1929, c. 28, post, §7926-1, legalizes 
certain corporations organized under G. S. 1878, c. 34, 
Title 3, to provide asylums for widows and orphans and 
a home for the aged, etc. 

7895. Election of officers.—Any benevolent, chari­
table, missionary, hospital, educational or religious 
corporation, whenever its certificate shall so provide, 
may authorize the election of a specified number of 
its directors, trustees, or managers by another cor­
poration or by any council, synod or other governing 
body of a religious denomination. (R. L. '05, §3105; 
G. S. '13, §6525; Mar. 9, 1929, c. 58.) 

CORPORATIONS FOR ACQUISITION AND 
MANAGEMENT OF PUBLIC PARKS, ETC. 

7903-1. Corporations may be organized for certain 
purposes.—Any number of adult persons, not less 
than five in number, residing in any city, in the state, 
whether incorporated by general law or special act, 
excepting cities of the first class, may organize a pub­
lic corporation for the purpose of acquiring, holding, 
governing, managing, controlling and improving parks, 
playgrounds, boulevards and pleasure drives within 
and in the vicinity of the city in which they reside. 
Such corporation shall be without capital stock and 
shall be governed by a Board of Directors. It shall 
have all of the powers and privileges conferred by 
this act. (Act Apr. 16, 1929, c. 209, §1.) 

7902-2. Certificate of incorporation.—They shall 
adopt and sign a certificate of incorporation contain­
ing: 

1. The name of the corporation; its general pur­
pose; and its location. 

2. The terms for admission to membership. 
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3. The names and places of residence of the in­
corporators. 

4. The number of members constituting its 
board of directors; the date of the annual meeting 
at which they shall be elected; and the names and 
addresses of those composing the board until the first 
election. 

Such certificate shall be acknowledged, and re­
corded in the office of the Secretary of State and in 
the office of the Register of Deeds in the county 
where the corporation is located. Any such corpora­
tion may amend its certificate of incorporation as pro­
vided in the case of other corporations. Neither the 
original certificate of incorporation or any amendment 
thereto need be published. (Act Apr. 16, 1929, c. 
209, §2.) 

7903-3. Powers of corporation.—Corporations 
authorized by this act shall have full power to 
acquire, hold, govern, manage, control and improve 
parks, playgrounds, boulevards and pleasure drives 
over which their powers and jurisdiction extend under 
the provisions of this act, and to lay out the same, 
and shall have the power to take and hold by gift or 
bequest for such purposes, personal property and to 
take and hold by purchase, gift, grant, dedication or 
devise, real property for such purposes, located with­
in the limits as fixed by Section 4 [§7902-3] of this 
act, but shall take and hold such property and 
exercise said powers in trust for the city in connection 
with which said parks, playgrounds, boulevards or 
pleasure drives shall be laid out and maintained. 
(Act Apr. 16, 1929, c. 209, §3.) 

7902-4. May accept gifts or acquire in any manner. 
—Any city of the class mentioned in Section 1 of this 
act shall have power to take by gift or bequest any 
personal property for the purpose of securing, con­
structing or maintaining parks, playgrounds, boule­
vards or pleasure drives, and may also take and hold 
by grant, devise or dedication, or by purchase, any 
real property within the county in which said city is 
located for like purposes, and cities situated in two 
or more counties shall have like power to acquire real 
estate for such purposes in any or either of said 
counties. Any such city located upon or within one 
mile of the county boundary line may take real 
property by grant, devise or dedication for the pur­
poses aforesaid, either in the county in which it is 
located or in such other county or counties. Provided 
further however, that no city of the class mentioned 
in section one of this act nor any corporation organ­
ized under the provisions of this act shall have power 
to take by gift, bequest or acquire in any other man­
ner any lands within the confines of any city of the 
first class. (Act Apr. 16, 1929, c. 209, §4.) 

7902-5. Gifts shall be legal and valid.—All gifts, 
grants, bequests, devises or dedications for the benefit 
or advantage of any such corporation in its trust 
capacity as aforesaid, or for the benefit or advantage of 
any such city for the purposes aforesaid, whether 
made to. trustees for or directly to any such corpora­
tion or city, shall be legal and valid, including all 
provisions and directions in any such instrument for 
accumulation of the income of any fund or rents or 
profits of any real estate, and shall be executed and 
enforced and exclusively devoted to the specific 
objects for which they shall have been designed 
according to the provisions of the instrument making 
the same, without being subject to the limitations and 
restrictions provided by law in other cases; but no 
such accumulation shall be allowed to produce a fund 
more than 20 times as great as that originally given. 
(Act Apr. 16, 1929, c. 209, §5.) 

7902-6. Cities may transfer management of prop­
erty to corporation.—Any such city may, by a vote of 
its common council, vest in and transfer to any such 
corporation, but in trust as hereinbefore provided, the 
management and control of any real property held 
by it for parks, playgrounds, boulevards or pleasure 

drives, in whatsover manner the same were acquired 
by said city; but any such city may, by a like vote, 
revoke such transfer to said corporation and reinvest 
the management and control of said property in its 
own officers at any time that it may deem it for the 
public interest so to do. (Act Apr. 16, 1929, c. 209, 
§6.) 

7902-7. Cities may appropriate money.—It shall be 
lawful for any such city to appropriate to any such 
corporation, moneys not to exceed $1,500.00 a year 
for the uses and purposes of such corporation, when 
expressly authorized by a two-thirds vote of the com­
mon council and approved by the mayor. (Act Apr. 
16, 1929, c. 209, §7.) 

7902-8. Officials to be ex-oflicio members of the 
Board of Directors.—The Mayor of any such city and 
the members of the park committee of its common 
council, where such a committee is provided for by 
charter or otherwise, shall be ex-officio members of 
the board of directors of any corporation organized 
under this act. (ActApr. 16, 1929, c. 209, §8.) 

7902-9. Lands to be held in trust.—All lands 
acquired by any corporation organized under this 
act or subject to its control and management shall 
be held in trust as aforesaid for public parks, play­
grounds, boulevards and pleasure drives for the • 
recreation, health, welfare and benefit of the public, 
and shall be free to all persons, subject to such neces­
sary and reasonable rules and regulations as shall, 
from time to time, be adopted under the provisions 
of this act, for the well-ordering and government 
thereof. And all such lands and personal property 
so held in trust for such purposes shall be exempt 
from taxation. Provided, however, that such lands 
only as are used for parks, playgrounds, boulevards 
and pleasure drives shall be exempt from taxation. 
(Act Apr. 16, 1929, c. 209, §9.) 

7902-10. Powers and duties.—Such corporations 
shall have power to make rules and regulations for 
the government, management and control of such 
parks, playgrounds, boulevards and pleasure drives 
and for the preservation of order therein, to restrict 
traffic and prohibit heavy teaming thereon, to employ 
such persons and purchase such machinery and tools 
as may be necessary for the proper improvement,, 
management and care thereof, and prescribe the 
respective duties and authority of their employes 
and fix the amount of their compensation. Copies of 
said rules and regulations shall be posted up in con­
venient places in and upon such parks, playgrounds, 
boulevards and drives, and the officers of said corpora­
tion or any superintendent thereof shall have power 
to summarily enforce all such regulations, and .for 
that purpose shall have the powers of police officers.. 
Any such officer or superintendent may also sum­
marily arrest any person engaged in the violation 
of any provision of Section 13 of this act, and for 
that purpose shall have the same powers as a police­
man within the city in connection with which any 
such park, playground, boulevard or drive shall be 
maintained, and the municipal or police courts of any 
such city shall have jurisdiction of any such offense 
and also of any offense committed under Section 14' 
of this act, in the same manner and to the same 
extent as they have jurisdiction of misdemeanors. 
(Act Apr. 16, 1929, c. 209, §10.) 

7902-11. Public liability on drives.—No city in 
connection with which any such park, playground, 
boulevard or pleasure drive shall be maintained 
under the provisions of this act shall be liable for any 
damage resulting from any want of repair or in­
sufficiency in construction or maintenance of any 
parks, playgrounds, boulevards or pleasure drives, 
nor shall any such corporation so holding the same 
in trust, or its officers, agents or servants, be liable 
for any damage resulting from any want or repair 
or insufficiency therein. There shall be placed a t 
conspicuous points along such drives, outside the' 
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city l imi ts , a t i n t e rva l s of not exceeding one mile , a 
not ice in l a rge plain l e t t e r s as follows: "Any per­
son us ing th i s dr ive does so a t h is own r i sk as to 
defects t h e r e i n . " (Act Apr. 16, 1929, c. 209, §11.) 

7902-13 .—May a c q u i r e r i g h t t o u s e publ ic h igh­
ways .—Any such corpora t ion may p rocu re by ag ree ­
m e n t wi th t he superv isors of any town, t h e r igh t to 
t a k e and use any p a r t of any public h ighway in said 
town, to be used in connect ion wi th any dr ive or 
bou levard u n d e r t he m a n a g e m e n t a n d cont ro l of said 
corpora t ion , and may ag ree wi th said superv isors 
upon the a m o u n t of compensa t ion and damages to 
be paid by such corpora t ion to t he town the re fo r ; 
every such a g r e e m e n t wi th t h e superv i sors sha l l be in 
w r i t i n g and be filed in t he town c le rk ' s office; and 
sa id compensa t ion , and damages , w h e n paid to t he 
superv isors , sha l l be expended by t h e m in improv ing 
t h e h ighways of t he town . (Act Apr. 1 1 , 1929, c. 
209, §12.) 

7902-13 . P e n a l t i e s for des t roy ing p r o p e r t y . — A n y 
person who sha l l i n ju re , r emove , b reak , bu rn , cut 
down, root up , sever or ca r ry away any t ree , s h r u b , 
p lant , root , vine or flower, s t and ing or g rowing in or 
upon any such park , p l ayground , boulevard or 
p leasure drive, or who shal l t ea r down, mu t i l a t e , de­
face, des t roy, or in ju re , any s ign-board , mi les tone , 
post, gu ide-board , br idge , fence, walk , or ra i l ing or 
any p a r t thereof, or any pr in ted or w r i t t e n copy of 
the rules or r egu la t ions of said corpora t ion , or of any 
s t a t u t e r e l a t i ng to p a r k s , p l aygrounds , bou levards or 
p leasure drives, posted up or being in or upon such 
pa rks , p l aygrounds , bou leva rds or p leasure dr ives , 
shal l be gui l ty of a mi sdemeanor , and upon convic­
t ion thereof shal l he pun i shed by a fine no t exceeding 
ten dol la rs , bu t upon proof t h a t any such act was 
maliciously done, he shal l , upon convict ion thereof, 
be pun i shed by a fine no t exceeding 50 dol lars . (Act 
Apr. 16, 1929, c. 209, §13.) 

7902-14. Viola t ion a m i s d e m e a n o r . — A n y person 
who shall v iola te any of t he ru les or r egu l a t i ons of 
such corpora t ion men t ioned in Section 10 [§7902-
10] of th i s act , which shal l be posted up as r equ i r ed 
by said Section, shal l be gui l ty of a misdemeanor , 
and on convict ion thereof shal l be pun i shed by a 
fine no t exceeding ten do l la r s . (Act Apr . 16, 1929, 
c. 209, §14.) 

SOCIETIES F O R SECURING HOMES F O R 
C H I L D R E N 

7912 . F o r m a t i o n . — T w e n t y or more cit izens of t h i s 
s t a t e may form a co rpora t ion for t he purpose of 
secur ing homes in p r iva te famil ies , by adopt ion or 
o therwise , for o rphans , or homeless , abandoned , 
neglected, or grossly i l l t r ea ted ch i ldren . Such in­
corpora to r s shal l file w i th t h e sec re ta ry of s t a t e the i r 
certificate of incorpora t ion , accompanied by a 
certificate of t he board of cont ro l , t h a t sa id corpora­
t ion is t r u s t w o r t h y a n d en t i t l ed to confidence. A l ike 
cert if icate of t he boa rd of con t ro l shal l be filed every 
t en yea r s the rea f t e r . Such corpora t ion shal l have a 
ma in office, adopt and publ ish ru l e s for t he t r a n s ­
ac t ion of the i r bus iness and i ts financial records shal l 
be open to publ ic inspect ion. (As a m e n d e d Mar. 29, 
1929, c. 105.) 

Children of an orphange have legal r ight to a t tend 
school without payment of tuition. Op. Atty. Gen., Apr. 
17, 1933. 

CORPORATIONS F O R MAINTAINING HOMES 
F O R AGED MEN AND WOMEN 

7 9 2 6 - 1 . Ce r t a in co rpo ra t i ons v a l i d a t e d . — T h a t 
every p r iva te co rpora t ion he re to fo re organized u n d e r 
and p u r s u a n t to t h e provis ion of Ti t le 3, Chap te r 34 
of t h e Genera l S t a t u t e s of t he S ta te of Minnesota for 
t he year 1878 a n d the a m e n d m e n t s t h e r e t o for 
benevolent purposes to p rov ide a sy lums for widows 
a n d o r p h a n s and a h o m e tor t he aged , ind igen t , a n d 
infirm, the ar t ic les of which co rpora t ion provide for 

the elect ion of t he en t i r e Board of Di rec tors t h e r e ­
of by a n o t h e r corpora t ion bu t do no t provide for 
an a m e n d m e n t thereof and w h e r e t h e pe r sons o rgan ­
izing said corpora t ion acted in good fa i th and w h e r e 
t he d i rec tors have been elected by the o the r corpora­
t ion as au thor i zed by such ar t ic les and have car r ied 
on the bus iness of such corpora t ion , t he same is 
hereby declared to be a val id and legal corpora­
t ion, and its Board of Di rec tors is he reby declared 
to be t he legal board thereof t h e s a m e as t h o u g h 
t h e r e were no defect in t he o rgan iza t ion of sa id 
corpora t ion , a n d al l a m e n d m e n t s to said a r t i c l es 
of incorpora t ion which have been executed by t h e 
officers of said co rpora t ion as au tho r i zed by t h e 
Board of Di rec tors thereof a n d filed and recorded in 
the office of t he Secre ta ry of S ta te and the office of 
t h e Reg i s t e r of Deeds of t h e coun ty w h e r e said 
corpora t ion is located a r e he reby in al l t h ings 
va l ida ted and confirmed, and al l ac ts , t r an sac t i ons 
and con t r ac t s of said corpora t ion a r e hereby 
val idated and confirmed and shal l be held to be 
valid in all cour t s provided t h a t th i s act shal l not 
affect any act ion now pending in any cour t . (Act 
Feb . 20, 1929, c. 28.) 

SOCIETIES F O R P R E V E N T I O N OF CRUELTY 

7928 . Society cons t i tu t ed s t a t e b u r e a u . 
Op. Atty. Gen., Jan. 5, 1932; note under §7934. 
7934 . County societ ies . 
Proper ty of the Animal Rescue League of Minneapolis 

is exempt from taxation. Op. Atty. Gen., Jan. 5, 1932. 

LODGES, F R A T E R N A L O R D E R S , ETC. 

7945 -1 . Societies may ho ld p r o p e r t y . — T h a t t h e 
Grand Lodge a n d / o r g r a n d body by w h a t e v e r n a m e 
known, of any f ra te rna l society incorpora ted by or 
u n d e r any law of th i s s t a t e , is he reby g r a n t e d t he 
power a n d a u t h o r i t y t o receive by gift, devise a n d 
bequest , or in any o t h e r lawful way, p roper ty of any 
and all k inds in add i t ion to t he a m o u n t now l imited 
by its c h a r t e r or a r t ic les of incorpora t ion , and to sell 
and dispose of such p roper ty and to inves t and re in­
vest t he s ame in accordance wi th t he provis ions of 
such gift, devise or beques t and in all o the r ins tances 
as t he g r a n d lodge or g r a n d body may deem for t he 
best in te res t s of t he f r a t e rna l society, and each g r a n d 
body may also pu rchase and hold any p rope r ty it 
may deem necessary a n d beneficial in connect ion wi th 
the work of t he f ra te rn i ty . (Act Mar. 11 , 1929, c. 
7 1 , §1.) 

Sec. 2 of Act Mar. 11, 1929, c. 71, repeals inconsistent 
laws. 

RELIGIOUS CORPORATIONS 

7 9 6 3 . E lec t ion of b o a r d of t r u s t e e s , e tc . 
Churches, like other chari table insti tutions, are liable 

for the negligence of their officers and employes. 174M 
389, 219NW463. 

Generally, a corporation may contract by vote of its 
members assembled in regular meeting, by vote of its 
t rus tees having au thor i ty to act, or through agents au­
thorized to act by vote of one or the other of such 
bodies. Pa rke r College v. M., 182M501, 235NW12. See 
Dun. Dig. 2025a, 8379. 

Where the contract is within the power of the corp­
oration to make, the members of the corporation may 
ratify the act of its officers or agents in making it. 
Pa rke r College v. M., 182M501, 235NW12. See Dun. Dig. 
1998, 8381. 

7967 . T r u s t e e s — T e r m of office—Powers. 
Laws 1885, c. 151, §5, g ran t ing to the board of t rus tees 

of a religious society power to manage and govern the 
corporation and act for it, did not deprive the members 
of the corporation, assembled in regular meeting, of the 
power, granted by law to the corporation, to make con­
tracts . Pa rke r College v. M., 182M501, 235NW12. See 
Dun. Dig. 8379. 

7 9 7 1 . L a n d s he ld i n t r u s t . 
A conveyance to the officers of an unincorporated 

society as t rus tees created a valid t r u s t for the use of 
such society. 172M471, 215NW845. 

7972 . A p p o i n t m e n t of t r u s t e e s . 
Where there has been no a t tempt to create a corp­

oration de Jure there can be no corporation de facto. 
172M471, 215NW845. 
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7985 . I n c o r p o r a t i o n in o t h e r cases . 
Where there has been no a t tempt to create a corp­

oration de jure there can be no corporation de facto. 
172M471, 215NW845. 

7086 . Ex i s t i ng churches . 
Where church property was conveyed to t rustees for 

the benefit of an unincorporated society, and such 
society consolidated with an incorporated society the 
t i t le 'held by the t rus tees vested in the consolidated 
corporation.- 172M471, 215NW845. 

7 9 9 5 - 1 . Rel ig ious societ ies m a y a m e n d a r t i c l e s of 
incorporat ion.—-Any re l ig ious society, re l ig ious as ­
sociat ion, or re l ig ious corpora t ion here tofore formed 
or re-organized and now exis t ing p u r s u a n t to t he 
provis ions of Chap te r 229, General Laws 1889 [ r e ­
p e a l e d ] , or Genera l S t a tu t e s 1923 , Section 7985, up­
on compl iance wi th t h e provis ions of th i s Act, m a y 
a l t e r or a m e n d its ar t ic les of incorpora t ion as to any 
m a t t e r or th ing , which, u n d e r said Acts or Laws , 
could have been included in t he or ig ina l a r t ic les of 
incorpora t ion adop ted p u r s u a n t to said Ac t or L a w s ; 
provided however , t h a t no th ing he re in conta ined 
shal l au tho r i ze or empower any such re l ig ious o rgan­
izat ion to a m e n d or a l t e r , in t he m a n n e r provided 
by th i s Act, i ts said a r t ic les of incorpora t ion in r e ­
spect to any m a t t e r r e l a t ing to t he m a n a g e m e n t or 
t he conduct of the affairs of any cemetery now or 
he rea f t e r owned or control led by such re l ig ious 
o rgan iza t ion whe re such cemetery is now or he re ­
af ter may be m a n a g e d or conducted p u r s u a n t ' to t he 
provis ions of Sections 7606 to 7609, both inclusive, 
Genera l S ta tu te s 1923. ( '25 , c. 357, § 1 ; Apr . 20, 
1931 , c. 232, §1.) 

7996 . How consol ida ted . 
Where an unincorporated church society which erect­

ed a building united with an incorporated society the 
at tempted consolidation became a corporation a t least 
de facto so tha t the t i t le to the property of the unin­
corporated society passed to and vested in the new 
corporation. 172M471, 215NW845. 

Affiliation and consolidation of Lutheran churches un­
der Gen. Stat., 1878, c. §8231, 232, and amendments. 174 
M207, 219NW88. 

7997 . P r o c e d u r e — N o t i c e of mee t ing—Proof . 
172M471, 215NW845; note under §7996. 
7 9 9 8 . O r g a n i z a t i o n — P o w e r s of n e w corpora t ion . 
172M471, 215NW845; note under §7996. 
8002-4 . Rel ig ious societies, etc. , m a y p rov ide for 

benefi ts .—Any rel igious society, re l igious associa­
t ion, or re l ig ious corpora t ion m a y when duly a u t h o r ­
ized by i ts m e m b e r s provide for t he suppor t and pay­
m e n t of benefits to min i s t e r s , t eachers , and o the r 
func t ionar ies and employes of such society, associa­
t ion or corpora t ion , or of any congrega t ion , or of 
any educa t iona l , benevolent , char i t ab le , or o the r body 
affiliated wi th o r ' u n d e r t he ju r i sd ic t ion of such 
society, associat ion, or co rpora t ion ; for t he p a y m e n t 
of benefits to the i r widows, ch i ldren , or o the r 
dependen t s or beneficiaries; for t he collection of 
con t r ibu t ions a n d o the r p a y m e n t s ; and for t he crea­
t ion, m a i n t e n a n c e , inves tment , m a n a g e m e n t , and 
d i sbu r semen t of necessary e n d o w m e n t , reserve and 
o the r funds for said purposes . 

The insu rance laws of th i s s t a t e shal l no t apply to 
t he opera t ions of any such society, associa t ion or 
corpora t ion u n d e r t he provis ions of th i s act . (Act 
Apr. 13, 1929, c. 180.) 

ACTIONS R E S P E C T I N G CORPORATIONS 

8 0 0 9 . Mode of p rosecu t ion . 
. When stockholders sue to cancel stock, the corpora­
tion should be made a party. 172M110, 215NW192. 

8 0 1 1 . P o w e r of c o u r t over co rpora t ion officers. 
While courts of equity will not interfere with the ac­

tion of officers as to acts within their powers and which 
involve an exercise of discretion committed to them, it 
will s tay those acts which are in excess of authori ty 
or in violation of their t rust . 172M110, 215NW192. 

8 0 1 3 . Seques t r a t i on— R ece ive r— Dis t r i bu t i on . 
Miller v. A., 183M12, 235NW622; note under §9191. 
1. In general—A general creditor by vir tue of the 

power of equity or by vir tue of §9389, has a s tanding 

before the court equal to tha t of a judgment creditor 
as contemplated by §8013, except as to the burden 
of proof. 173M493, 217NW940. 

Complaint for appointment of receiver for corporation 
because of dissension rendering it impossible to elect a 
new board of directors held demurrable. McGuire v. K., 
184M553, 239NW616. See Dun. Dig. 2138, 2157. 

Statute is not exclusive as to appointment of receivers 
and court may under its general equity powers appoint 
receivers in other cases in accordance with existing 
practice. Asleson v. A., 247NW579. See Dun. Dig. 2144 
(14). 

State is a preferred creditor entitled to all assets if 
not sufficient to pay claim in full. Op. Atty. Gen., Aug. 
1, 1933. 

2. Who may maintain action—General creditor who 
has not reduced his claim to judgment may in equity 
procure the appointment of a receiver of an insolvent 
corporation to enforce stockholders' liability. 173M493, 
217NW940. 

4. Wha t will prevent or defeat action—178M20, 22C 
NW198; note under §8015. 

10. Enforcement of stockholder's liability Incidental— 
General creditor who has not reduced his claim to judg­
ment may in equity procure the appointment of a re ­
ceiver of an insolvent corporation to enforce stockhold­
ers' liability. 173M493, 217NW940. 

Order of assessment in sequestration suit is conclusive 
in action on assessment as to amount and necessity 
therefor, but in lat ter suit defendant may assert tha t 
facts do not show cause of action against him. Crowley 
v. P., 180M250, 230NW645(2). 

11. Wha t liabilities enforceable—No r ights arose in 
receiver in sequestration proceedings from the fact t ha t 
corporation issued stock to stockholders as security for 
a loan, there being no creditor whose claim did not come 
into existence until after the corporation gave its notes 
for and cancelled the stock. 178M179, 226NW513. 

13. Pleadings. 
Complaint in action to enforce stockholders ' liability 

was not demurrable because of absence of allegation 
tha t complaint in action resul t ing in sequestration 
alleged tha t debt accrued prior to repeal of Const. Art. 
10. §3. Miller v. R., 24CNW465. See Dun. Dig. 2142, 2161, 
2170. 

3 7. A l l o w a n c e of c l a i m s . 
Court has author i ty to permit a claim to be filed 

more than 18 months after giving of notice to file claims, 
where there has been no adjudication other than an 
order appoint ing a receiver and no final sett lement. 
American Fund v. A., 187M300, 245NW376. 

Funds deposited in s ta te bank by guardian of men­
tally, incapacitated and permanently disabled world war 
veteran were funds of United States and entitled to 
preference. Anderson v. O., 186M396, 243NW398. See 
Dun. Dig. 824d. 

State Is entitled to interest on preferred claims against 
insolvent bank in favor of surety claiming through sub­
rogation. American Surety Co. v. P., 186M588, 244NW74. 
See Dun. Dig. 824d. 

18. Miscellaneous—This section does not require the 
receiver to pay taxes on land in which the corporation 
has no interest when the receivership was created. 172 
M567, 216NW250. 

8 0 1 5 . Dissolut ion on pe t i t ion of corpora t ion . 
Not applicable to corporations governed by §7492-1 

et seq: See §7492-62(1). 
Miller v. A., 183M12, 235NW622: note under §9191. 
Paterson v. S., 186M611, 244NW281; notes under §§7447, 

7447-1. 
Where creditors claims are filed and allowed in a re­

ceivership proceeding, such allowance amounts to a 
lien, and where acquired more than four months before 
the filing of a petition in bankruptcy, the jurisdiction 
of the s ta te court is not divested thereby, at least where 
the assets are insufficient to pay such liens in full and 
there will be no surplus for the t rus tee in bankruptcy. 
178M20, 226NW198. 

In equitable action to dissolve a corporation, petition­
ing stockholder must establish mismanagement. 178M 
545, 227NW654. 

8016 . H e a r i n g — N o t i c e . 
Not applicable to corporations governed by §7492-1 

et seq. See §7492r62(I). 

8 0 1 7 . P r o c e d u r e p e r t a i n i n g to d issolut ion of corpo­
r a t i ons . 

Not applicable to corporations governed by §7492-1 
et seq. See §7492-62(1). 

8019 . A p p o i n t m e n t of r ece ive r—Dut i e s . 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
178M20, 226NW198; note under §8015. 
8 0 2 0 . Inso lven t b a n k s a n d i n su rance companies . 
The exclusive power to liquidate insolvent s ta te banks 

is placed In the commissioner of banks, and where he 
has at tempted to exercise such power, the district court 
is without jurisdiction to appoint a receiver for such 
banks in proceedings brought by a judgment creditor 
to enforce the "double" liability of shareholders. North­
western Fuel Co. v. L., 182M276, 234NW304. See Dun. 
Dig. 824b. 
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8 0 2 1 . Forfeiture of charter—Receiver—Etc. 
Miller v. A., 183M12, 235NW622; note under §9191. 
8022 . Unpaid stock subscription, etc. 
Correction—The word "of" after the word "payment" 

in the fourth line should be "by." 
Not applicable to corporations governed by 87492-1 

et seq. See §7492-62(1). 

8 0 2 3 . Order l imiting t ime to present claims. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
178M20, 226NW198; note under §8015. 
A director, officer, or stockholder of a domestic mining 

corporation is not debarred from asser t ing a claim 
agains t it when insolvent and may resort to stockhold­
ers double liability. 177M72, 224NW454. 

Court has author i ty to permit a claim to be filed more 
than 18 months after giving of notice to file claims, 
where there has been no adjudication other than an 
order appointing a receiver and no final settlement. Am­
erican Fund v. A., 187M300, 245NW376. 

8024 . Notice of hearing. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 

8025 . Enforcement of stockholders' liability. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
Stockholders of national banks and their liability, see 

Mason's Code, Title 12. 
172M33, 214NW764; note under §8027. 
"Where the court appointed a day not less than 30 and 

not more 60 days from the date of the order for hear ing 
on petition for assessment, but thereafter continued the 
date of hear ing to a day 61 days after such order, there 
was a substant ia l compliance with this section. Saetre 
v. Chandler, (CCA8), 57F(2d)951. 

Stipulated facts as to service of notice under this 
section, held to show due service where no evidence was 
offered to contradict the facts thus established as to 
service. Id. 

A stockholder having notice of enforcement proceed­
ing is constructively present in court and is charged 
wi th knowledge of all t h a t t ranspires in such proceed­
ing. Chandler v. M., 13Pac(2d) (Wash)22. See Dun. Dig. 
2166. 

In action by national bank receiver, answer held 
properly s tr icken as frivolous. 171M329, 214NW664. 

Construed as providing for the service by publication 
in such manner as the court shall direct on nonresident 
stockholders, of notice of hear ing on a petition for the 
assessment of stockholders in a Minnesota corporation. 
173M436, 217NW483. 

T a c t tha t some of corporate assets have been used to 
pay debts incurred in excess of the char ter limit is im­
material . 174M166, 218NW885. 

In establishing the existence of u l t ra vires indebted­
ness the burden rests upon the stockholder who makes 
the assertion. 174M166, 218NW885. 

An assessment cannot be resisted upon grounds tha t 
debts remaining unpaid are in excess of the char te r 
limit, where the assessment is not in excess of the char­
ter limit. 174M192, 218NW887. 

Stockholder who has been duly served wi th notice 
cannot resist application because of failure to give notice 
to a nonresident stockholder. 174M166, 218NW885. 

Stockholder cannot offset corporation's indebtedness 
to him. 174M387, 219NW452. 

Provision in §7836 for re t i r ing stock does not relieve 
from double liability under Const., art . 10, §3. 174M427, 
219NW466. 

A voluntary composition agreement between a corp­
oration and its creditors, whereby the corporation 
t ransfers all of i ts property in consideration of being 
released from all liability on the amounts owing the 
creditors, waives and releases the consti tutional liability 
of the stockholders. 175M382, 221NW426. 

President and manager of corporation held not entitled 
to present claim for cer ta in monies advanced for unpaid 
salary and expenses, in view of prior set t lement agree­
ment. 177M72, 224NW454. 

A director, officer, or stockholder of a domestic mining 
corporation is not debarred from asser t ing a claim 
against it when insolvent and may resort to stockhold­
ers' double liability. 177M72, 224NW454. 

Court acquired jurisdiction to assess stockholders of 
Insolvent co-operative corporation, even though there 
was an obvious misprint of the year In the published 
notice of hear ing and no proper proof of personal serv­
ice of notice. Farmer ' s Dairy Co.'s Receivership. 177M 
276. 225NW22. 

One who was a director of a certain company, was 
estopped to claim tha t he was induced through deceit 
to accept stock in the company and believed tha t he was 
stockholder in another company with a similar name. 
178M9, 225NW927. 
' No r ights arose in 'receiver in sequestra t ion. proceed­
ings from the fact t ha t corporation issued stock to 
stockholders as security for a loan, there being no 
creditor whose, claim did not come into existence unti l 
after the corporation gave its notes for and cancelled 
the stock. ' 178M179V 226NW513. . " ' 

A corporation may buy and sell its own shares, "pro­
vided it does so in good faith wi thout intent to- injure 

and without, in fact, injuring its creditors. 178M179, 226 
NW513. 

Where stockholder, prior to bankruptcy of corporation, 
offered to surrender his stock on ground of fraudulent 
representation, but took no steps to perfect rescission, 
he had no defense which he could urge agains t receiver 
suing to enforce assessment. 179M259, 228NW917. 

One who subscribes to the stock of one corporation 
and receives tha t of another does not become a stock­
holder, and he is not estopped to deny tha t he is .liable 
as such. 181M316, 232NW519. See Dun. Dig. 2080a. 

An active director of a corporation was estopped to 
deny tha t he was a stockholder as respected double 
liability. Johnson v. B., 182M385, 234NW590. See Dun. 
Dig. 2080a. 

Creditors held estopped to enter judgment agains t 
stockholder who had already sett led his double liability. 
Robie v. B., 183M41, 235NW384. See Dun. Dig. 2093. 

Complaint in action to enforce stockholder 's liability 
was not demurrable because of absence of allegation 
t h a t complaint in action resul t ing in sequestrat ion al­
leged tha t debt accrued prior to repeal of Const. Art. 10, 
§3. Miller v. R., 246NW465. See Dun. Dig. 2142, 2161, 
2170. 

In receivership of Delaware corporation organized 
solely to do business in this s ta te where all stockholders 
reside, court could properly order receiver to sue stock­
holder alleged to have received issue of bonus stock, but 
could not assess such stockholder or in any manner fore­
close or determine tha t his stock was bonus, or its full 
par value not paid, or in any manner adjudge his liabil­
ity. United States Rubber Co. v. E., 248NW729. See 
Dun. Dig. 2188. 

There can be no enforcement of stockholders ' liability 
unless bank is, in fact, insolvent. Op. Atty. Gen., May 
16, 1933. 

8 0 2 6 . Hearing upon petit ion. 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
172M33, 214NW764; note under §8027. 
The ordinary rules "of evidence do not apply to a pro­

ceeding under this section, and the evidence may be by 
affidavits or otherwise in the.discret ion of the court, and 
the solvency of the stockholders need not be established 
by precise evidence. Evidence, held to support assess­
ment. Saetre v. Chandler, (CCA8), 57F(2d)951. 

Order directing payment "forthwith," held to suf­
ficiently designate time of payment. Chandler v. M.. 
13Pac(2d)(Wash)22. See Dun. Dig. 2167. 

Order for enforcement of liability is conclusive on 
stockholder notified of proceedings as to all mat ters ex­
cept defenses personal to himself. Chandler v. M., 13 
Pac(2d)(Wash)22. See. Dun. Dig. 2167(87). 

Tha t assets, two years after appointment of receiver, 
exceed the debts does not change the rule as to assess­
ment of stockholders or as to payment of expenses of re­
ceivership. 173M10, 216NW252. 

Where assets are not sufficient to pay expenses, plus 
debts, stockholders are liable up to par value of stock 
for full amount of deficiency unless it exceeds "charter 
limit indebtedness. 173M10, 216NW262. 

Examiner in charge of the liquidation of an insolvent 
bank held to be a competent witness as to the value of 
assets, the amount of liabilities, and the necessity and 
the amount of the proposed assessment. 173M436, 217 
NW483. 

The creditors may waive r ight to resor t to constitu­
tional liability of stockholders and such defense is not 
determined by the order of assessment, but may be in­
terposed when the receiver br ings suit. 175M44, 219 
NW945. "*• 

Court not required to t ake into account creditors ex­
pressed desire tha t stockholders ' double liability be not 
enforced. Farmers ' Dairy Co.'s Receivership, 177M276, 
225NW22. 

Court was not required to determine the liability and 
responsibility of the individual stockholder. Farmers ' 
Dairy Co.'s Receivership, 177M276, 225NW22. 

8027 . Enforcement of stockholder's l iabil i ty—hear­
ing—order .—Such o rde r sha l l au tho r i ze and direct 
the ass ignee or rece iver to. collect t he a m o u n t so as­
sessed, and, on failure of any one liable to such assess­
m e n t to pay the s ame wi th in t h e t ime prescr ibed, to 
prosecu te a n act ion aga ins t h im, w h e t h e r r e s iden t or 
non- res iden t , and w h e r e v e r found. Such order shall 
be conclusive as to all m a t t e r s r e l a t i n g to the amount, 
propr ie ty , a n d necess i ty of t h e assessment , against 
such pa r t i e s as shall have been served with notice 
of t h e Rece iver ' s Petit ion for Assessment as provided 
in Section 8025 , Genera l S t a t u t e s of 1923 , as amend­
ed by Section 273', Section 1, Session Laws of Minne­
sota for 1925 , except that the defense of ultra vires 
set forth in Section 6646 may be interposed by any 
stockholder in any suit for any such assessment and 
if maintained shall diminish the liability of such 
s tockho lde r in the. proportion that the liabilities de­
termined to. be ultra v i res shall bear to the total 
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liabilities of such corporation. (R. L. '05, §3186; 
G. S. '13, §6647; '25, c. 272, §2; Apr. 18, 1931, c. 
205, §1.) 

Not applicable to corporations governed by §7492-1 
et seq. See §7492-62(1). 

173M436, 217NW483. 
Saetre v. Chandler, (CCA8), 57P(2d)951. 
Order of court of another s ta te assessing stockholders' 

superadded liability must be given full faith and credit 
as against stockholder in South Dakota. Hallam v. T., 
(S. D.) 242NW920. See Dun. Dig. 2081, 2167, 5207. 

Stockholders, sued for superadded liability, could not 
complain tha t order making assessment was not sup­
ported by formal findings, there being no dispute as to 
facts. Hallam v. T., (S. D.) 242NW920. See Dun. Dig. 
2167. 

Stockholder notified of enforcement proceeding is con­
cluded by all mat ters except defenses personal to him­
self. Chandler v. M„ 13Pac(2d) (Wash)22. See Dun. 
Dig. 2167(87). 

An order for assessment of stock is conclusive only as 
to total amount, propriety, and necessity of assessment, 
and findings in such order relative to personal defenses 
which are to be li t igated in the action to recover the 
assessment are not final. 172M33, 214NW764. 

Fac t t ha t some of corporate assets have been used to 
pay debts inferred in excess of the charter limit is im­
material . 174M166, 218NW885. 

Stockholder who has been duly served wi th notice 
cannot resist application because of failure to give notice 
to a non-resident stockholder. 174M166, 218NW885. 

In establishing the existence of u l t ra vires indebted­
ness the burden rests upon the stockholder who makes 
the assertion. 174M166, 218NW885. 

Defense tha t judgment upon the sequestrat ion pro­
ceeding was based, was obtained by fraud or collusion, 
cannot be set up in action to collect assessment. 177M 
526, 225NW649. 

Where stockholder, prior to bankruptcy of corpora­
tion, offered to surrender his stock on ground of fraud­
ulent representation, but took no steps to perfect rescis­
sion, he had no defense which he could urge against re ­
ceiver suing to enforce assessment. 179M259, 228NW 
917. 

Assessment is conclusive in action to enforce same, 
but in la t ter action defendant may assert lack of cause 
of action against him. Crowley v. P., 180M250, 230NW 
645(2). 

Title to amendatory act of 1931, held sufficient. Sweet 
v. R., 250NW46. See Dun. Dig. 8920. 

8028. Action fop assessments.—Upon expiration of 
the time specified in the order for the payment of 
assessments, the assignee or receiver shall commence 
action against every party so assessed and failing 
to pay, wherever he or any property subject to proc­
ess in such action is found, unless he shall report 
to the court that he believes such stockholder to be 
insolvent, or that the expenses of the prosecution will 
probably exceed the amount likely to be collected, in 
which case the court, unless satisfied to the contrary, 
shall order action suspended as to such party, pro­
vided that no action shall be commenced to collect 
the amount of any such assessment, unless commenced 
within two years after the insolvency of the corpora­
tion and the appointment of a receiver or assignee, 
or.in the event that the insolvency of such corpora­
tion, and the appointment of such receiver or assignee 
occurred more than eighteen months prior to the 
passage of this- act 'then within six months after the 

passage of this act. (R. L. '05, §3187; G. S. '13, 
§6648; Apr. 18, 1931, c. 205, §2.) 

Not applicable to corporations governed by §7492-1 
et seq. See §7492-62(1). 

Fai lure of stockholder in Minnesota corporation to 
avail himself of opportunity to make set t lement of 
double liability by payment of smaller amount, and fact 
t ha t others had settled at such reduced amount, did 
not affect r ight of receiver to recover entire amount. 
Hallam v. T„ (S. D.) 242NW920. See Dun. Dig. 2080(36). 
2173. 

In action to enforce superadded stockholders ' liability, 
record held not to wa r r an t finding tha t stock was held 
merely as evidence of indebtedness of another corpora­
tion. Hallam v. T., (S. D.) 242NW920. See Dun. Dig. 
2080(44), 2173. 

A receiver prosecuting an action to collect assessments 
based on stockholder's liability must, sue each stock­
holder separately. 173M496, 217NW595. 

The provision in the constitution for a superadded 
stockholder 's liability created a substant ive right, en­
forceable in any court of competent jurisdiction as an 
incident of a receivership. 173M603, 218NW121. 

The superadded liability is contractual in its na ture 
and is assumed by one becoming a" stockholder. 173M 
603, 218NW121. • , 

A federal court has jurisdiction to empower a receiver 
of a Minnesota corporation appointed by it to inst i tute 
actions in s ta te court to enforce consti tutional liability, 
using the remedy provided by s ta te s ta tu te . 173M603, 
218NW121. 

Order of assessment in sequestration sui t is conclusive 
in action on assessment as to amount and necessity 
therefor, but in la t te r suit defendant may assert t ha t 
facts do not show cause of action against him. Crowley 
v. P., 180M250, 230NW645(2). ' : . . 

A transferor of stock must look to sequestration suit 
for adjustment of his liability. Crowley v. P., 180M250 
230NW645(2). :... 

One who subscribes to the s tock .of one corporation 
and receives tha t of another does not become a stock­
holder, and he is not estopped to deny tha t he is liable 
as such. 181M316, 232NW519. See Dun. Dig. 2080a. 

Title to chapter 205, Laws 1931, is not objectionable in 
tha t it purports to amend two consecutively numbered 
sections in Mason's Minn. Stat., 1927, said sections 
covering but one subject. Sweet v. R., 250NW46. See 
Dun. Dig. 8920. 

Proviso added by amendment did not enlarge or add 
a new subject to section, but modified and restricted 
same. Id. 

Time limited in prbvision for commencement of action 
to enforce a stockholder's liability appears adequate. Id. 
See Dun. Dig. 5656. . 

Time for commencement of action to enforce stock­
holder's liability is not governed by s ta tu tes of l imita­
tion in force when order for sequestrat ion was made but 
by. applicable statute^ a t t ime action is brought. Id. 

- 8029 . Additional assessments . 
Not applicable to corporations governed by §7492-1 

et seq. See §7492-62(1). 
Miller v. R., 246NW465; note under §8025: ' 
A receiver prosecuting an action to collect assessments 

based on stockholder 's liability • must sue-each stock­
holder separately. 173M496, 217NW695. 

8 0 3 0 . Proceedings on failure of assignee or res 
ceiver to prosecute. - .. 

Not applicable to corporations governed by §7492-1 
et seq. See §7492-62(1). ' '. 

8 0 3 1 . Surplus to be divided among stockholders . . 
Not applicable to corporations governed' by §7492-1 

et seq. See §7492-62(1).. 
173M10, 216NW252; note under §8026. ; •; 
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